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PREFACE. 



For more than a century, Invention, Capital, and 
Labour, combined, had led to a rapidly increasing 
output per unit of population. After 1900 the increase 
stopped. This change, the most astounding since the 
introduction of machinery, has been completely over- 
looked by th« economists. The very rapid increase in 
income-tax assessments obscured the trail, and so 
prevented economists recording the change. The failure 
to notice this change has made it impossible for them to 
explain satisfactorily the Rise in Prices occurring after 
1900. 

These pages are penned to prove the decrease in 
output, and give the reason therefor, and to call attention 
to the national loss resulting from allowing ourselves to 
be guided by politicians, who, for the most part. Lave 
followed in the wake of Commerce and Imperialism, at 
the dictates of Finance. 

Finance does not profess to follow any higher ideal 
than a high rate of interest. The folly of following the 
financier's fancy is evident from the fact that, in this 
pursuit of higher interest, he has not succeeded in 
gaining, even for himself, an increase in material 
prosperity. 

Incidentally, the book also shows that, had the nation 
throughout its history faithfully followed the precepts 
of Christianity, it would have profited more than it has, 
by paying heed to the prattle of the politician, the press, 
and the parson. 

In advancing the proofs, every adornment has been 
sacrificed in order to keep them simple, clear, and 
convincing. The arguments, therefore, are not presented 
beautifully clothed and bedecked with flowers, but 
appear unclothed, as truth would naturally do, when 
first emerging from the bottom of a well. 

ROBEKT MaCLAUBIN^. 

The Homesteads, 
Stirling, June, 1920. 
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CHANGE IN PRICES, WAGES, 
AND OUTPUT. 



CHAPTER I. 
THE OVERSEA ILLUSION. 

The reason why political economy is frequently termed 
the Dismal Science appears to me to be due to its most 
popular exponents being Lawyers, Politicia-ns, and 
Business men. The knowledge which these gentlemen 
have of the Science is so faint, that the light they shed 
on the subject is dismal indeed. If I were Irish, 
I would be inclined to suggest that the light they shed is 
increased darkness. 

I am neither a politician nor a political economist, but a 

chemist, and the obscurity and intricacy of political 

economy does not appear to me to arise from the difficulty 

of the subject, but from the absence of any sound 

system of weights and measures. 
B 
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In the accurate Sciences, we begin by accurate weigh- 
ing. We have to deal with problems far more difficult 
and intricate than any arising in political economy, yet 
owing to accurate measurement and clear thinking, we 
can predict results with a degree of precision unknown in 
political economy. Eor example ; the Astronomer can 
foretell the transit of Venus ; the eclipse of the sun or 
moon to within a second, whUe a certain school of 
politicians for the last fourteen years has been predicting 
the eclipse of Britain, if it does not adopt some system of 
protection. They cannot predict the exact year, day, or 
hour when the eclipse shall begin, nor can tbey even 
discern it when it comes. Some maintain that the 
eclipse has already begun, while an opposite school holds 
that the sun of Britain's greatness never shone with 
greater brilliancy than it did before the war. Compare 
this mass of contradictions with the definiteness of 
assertion which obtains in chemistry. 

The skilled organic chemist deals with less tangible 
material than the political economist. He determines 
the kind and number of atoms in the molecule of a 
compound, and also determines the arrangement of the 
atoms within the molecule. For instance, when he says 
that Alizarine consists of fourteen atoms of Carbon, 
eight atoms of Hydrogen, and four atoms of oxygen, he 
is only telling a very little of what he knows about this 
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compound which is the basis of the fastest of our Coal 
Tar dyes. If this were all we knew about it, we probably 
would not yet have been able to manufacture from Coal 
Tar the brilliant colouring matter of the madder. 

The chemist, however, states that Alizarine can best 
be represented by a definite arrangements like this : — 



MC 



fif £ CiOH 




\ 



CM 



In this diagram two oxygens, denoted by " O," are 
directly attached to two atoms of Carbon, denoted by 
" C," and two OH groups are attached to other two 
Carbons, these being in juxtaposition. Several other 
compounds might exist with the same composition, but 
with the OH groups separated from each other by 
different distances. Thus the OH at position 2 might 
be at 3, 4, 8, 9, 10 or 11 instead of at position 2. 
Calculation tells us that 8 compounds of the composition. 
Carbon 14, Hydrogen 8, and Oxygen 4 are possible, 
and all these have been proved to exist. They have 
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similar properties but are not identical with the 
Alizarine shown above. Now, Alizarine was originally 
prepared by Graebe and Lieberman because they 
recognised in its three connected hexagons its relation to 
Anthracene, a coal tar product. They saw that a known 
product, viz. : Di-hydroxy Naphthoquinone stood in the 
same relation to the coal tar product Naphthalene as 
Alizarine stood to Anthracene. Methods of converting 
Naphthalene to Di-hydroxy Naphtho-quinone were 
known and they applied the same methods to Anthracene 
to be rewarded with the anticipated result, i.e., the 
production of Alizarine. 

I submit that political economy should be able to 
predict events with equal precision. Alizarine was no 
chance discovery, but was tracked down by ordered 
reasoning. If but a fraction of this insight and honest 
reseach were applied to any of the economic problems 
which are so freely talked about on the political platform 
they would be disposed of equally satisfactorily. 

In Chemistry and Astronomy a great number of facts 
are first obsen^ed and then carefully recorded. In 
political economy the statistician has compiled a vast 
array of figures with a considerable degree of accuracy, 
but these statistics are so far not properly co-related by 
any correct theorising, and so they appear unrelated and 
therefore unintelligible. 
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The business man and politician start with precon- 
ceived theories, select a handful of facts, or if suitable 
facts do not exist, manufacture them, and put this hotch 
potch forward as sound business common-sense. Every 
chemist adjusts his balance before weighing, but many 
politicians only concern themselves about the accuracy 
of their statements, if they fear their inaccuracies may 
be found out. No scientific man who was discovered 
using false facts or measures to support his theories 
would long find credit among his scientific confreres, but 
in politics you can do so with comparative impunity. 
The political economists are a great deal better, but 
even they have been largely carried along the lines of 
their natural bias by the rhetoric of their favourite 
political orators. 

I have accused politicians of using false measures ; 
I should have accused them of not knowing how to make 
measurements at all. In the fiscal controversy we get 
many humorous examples. In the accompanying 
diagram I show how an engineer and a politician would 
approach a similar problem. 

The diagram is intended to illustrate a stream pouring 
down a ravine to a mUl at the bottom where its energy is 
utilised to do useful work. 

In the upper reaches is a sluice which allows a portion 
of the water to flow down the River EX into the Oversea 
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Tarn, from which, by another sluice, a certain quantity 
of it returns by the stream IM to the main channel of 
the River COM. 




We must assume that the man at the sluice A. is very 
keen and takes good care not to let any more 
water down through the stream EX than he sees being 
returned by the stream IM and the man at the sluice B. 
is equally keen to see that he does not let any more 
pass through the stream IM than he expects to obtain 
from the stream EX. 

Now, if we ask an engineer to measure the force 
available for keeping the mill going we know exactly 
what he will do. He will determine as accurately as 
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possible the average volume of water passing to the mill 
lade and he will do this as near to the mill wheel as 
possible. 

If the politician is set the task we do not know what 
he will do, though we may be certain he will not measure 
the water in the main channel near the mill. His bias 
will soon show itself. If he is a free trader he will 
measure the water in the stream EX (which is short for 
exports), and if the volume is greater than it was a few 
years before he will swell with pride and say : " I told 
you so, the British mill must be going well for exports 
are rising steadily. If, on the other hand, he is a 
protectionist, he will go straight to the stream marked 
IM (which is short for imports), and if its volume has 
increased, as is almost certain to be the case if exports 
have increased, because of these two keen men watching 
at the sluices, he announces with equal pride : " I told 
you so ! Unless we put down another sluice to block 
the water of the IM entering the main channel, Britain's 
mills will soon be completely closed down." 

The fact that the mills go on almost independently of 
these streams, but always with direct reference to the 
water in the main channel, does not seem to enter their 
minds. The Chamberlain, Law, Asquith controversy 
is pervaded from beginning to end with this fallacious 
system of measuring. 
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The commodities produced in Britain come down the 
Main stream. The relative profitableness of Oversea 
trade versus Home trade decides the opening or 
restriction of the sluices at A and B, but this only alters 
the course of the waters and perhaps let us say their 
degree of saltness, and hardly affects the total volume 
getting to the mills below. 

The stream IM generally returns a larger volume of 
water to the main channel, than appears to flow down 
the stream EX. because of the invisible leakage of water 
from the upper stream COM, which finds or has found 
its way into the Oversea basin. 

This leakage the economist terms invisible exports. 
It swells the stream IM as payment for freightage to 
British ships, and as interest being returned to Britain on 
capital loaned to foreign countries or our Colonies. 

The mill lade gives the measure of the actual 
volume of commodities available for consumption and 
includes any balance in our favour, or loss incurred in 
Oversea trading. The material welfare of the nation i» 
naturally measured by the amount of commodities available 
for consumption by the nation, and not by the volume of 
Exports and Imports. 

In the main the economist recognises this but occasion- 
ally is drawn away by his political bias. For example, 
L. G. Chiozza Money in his " The Future of Work " 
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uses a table showing the increase in our exports as an 
indication of increasing National Prosperity. This, 
however, is unlike his usual insistence upon Real things 
as the measure of prosperity. 

Prof. Bowley, so far as I can judge, shows no bias one 
way or another, but records his facts with scientific 
impartiality. Towards the end of his book on " National 
Progress in Wealth and Trade," published in 1904, he 
prints in italics : 

" That exports should be great or little is then no 

criterion whatever of prosperity even from the 

producers' point of view." 
Prof. Bowley is like the sound engineer. He does not 
intend to measure national prosperity by measuring 
something other than the main stream. He says also 
quite definitely that a decrease in exports is not 
necessarily a bad sign. These are his words : " First 
the quantity of exports diminishes, or of imports 
increases (other things being equal), when Capital is 
withdrawn from abroad and invested at home, and vice 
versa so that the very prosperity of home industry may 
cause a shrinkage of exports." 

The folly of measuring the lesser tributaries in place 
of the main stream is so stupendous, that we need not be 
surprised to find the people who make the one blunder, 
measuring with a bucket holding a gallon in one year. 
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and with a bucket holding half a gallon the next year or 
a few years after, and recording the volume in terms of 
bucketfuls. 

To record national progress in terms of money is 
practically the same as measuring with a varying size of 
bucket, and this is the politician's usual method of 
measuring. 

If we had measured the main stream in 1900, using a 
gallon bucket and found 1,000 bucketfuls passing per 
minute, and again measuring in 1917 we used a bucket 
holding half the amount and got 2,000 bucketfuls, in 
bot"h cases the true measure would be 1,000 gallons ; 
that is, we multiply the buckets recorded by the capacity 
of the bucket used. 

Knowing the National Money income in any period, 
to find the real income in terms of commodities we must 
correct such figure by the value of the purchasing 
power of the money at the particular period. A few 
years ago it might have been necessary to labour this 
point, but the war has taught even the densest of us 
that the money standard is not a good criterion of the 
stomach's capacity. Many a wage has been doubled 
without any better spread being possible on the table, 
yet the spread on the table is a better index of National 
well-being than the wage in the pocket. 

Statisticians have measured the main stream in terms 
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of money fairly acourately. It is easy to convert these 
figures into terms of commodities by making use of the 
table of price levels which have been carefsiUy compiled 
by various independent investigators. Records of these 
have been kept for a considerable number of years back. 
The price level of any article is its price at any period 
compared with its price at a selected year taken as 100. 
For example, in 1900 you could get 100 sponge cakes for 
100 pence, whereas, during the war, the same number of 
cakes would have cost you 150 pence. The price level of 
sponge cakes would, therefore, be recorded as 150 in 1917 
as compared with the price level of 100 for sponge cakes in 
1900. A workman who spent all his income on sponge 
cakes if earning 8/4 per shift — that is, 100 pence — ^would 
receive 100 sponge cakes for his day's labour in 1900 — 
and this might be termed his real wage. If, in 
1917, his wage had not risen, then his real wage, so 
far as sponge cakes were concerned, would be two-thirds 
of his 1900 Real Wage. That is, his Real Wage 
would be represented by 66.6. To find the real wage 
we multiply the money wage by 100 and divide by the 
price level for the year. The Board of Trade price level 
being the price level of a variety of commodities in 
every-day use proportioned approximately to the 
quantities generally consumed in an average working- 
class family is a truly vital figure. 
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I should prefer to measure National greatness in terms 
of happiness, if this were possible, or even in terms of 
physical vigour and mental independance, but at the 
moment these are impossible standards, and the keen, 
hard-headed business man would only label me an 
idealist and pass on to something he would consider 
more practical. For his benefit, therefore, I will adhere 
strictly to material welfare and endeavour to show the 
growth or falling away in Britain's wealth by calculating 
the commodities available per man at different periods 
during the thirty years prior to the European war. It 
is impossible at this stage to analyse the growth of real 
wealth during the war with any accviracy, so I shall 
confine myself to matters which are less open to dispute. 



CHAPTER II. 
MEASURING NATIONAL PROGRESS. 

The argument of the Free Trader may be fairly stated 
thus. The greatness of Britain is dependent on its 
oversea trade, therefore by measuring Exports we get a 
clear index of National progress. 

The Protectionist is not prepared to deny this, but he 
argues that Imports are harming certain British 
industries; therefore, that any increase in Imports 
denotes that more British industries are being ruined. 

I contend that both statements are untrue. 

Applying the method described in the last chapter I 
shall now proceed to measure National prosperity. 
Figures enabling me to do so, fortunately, are available. 
For the earlier years of last century they have been made 
out by Sir Robert Giffen, and, for the later years, by L. 
G. Chiozza Money. Those wishing to corroborate them 
will find Sir Robert Giffen's estimates in the London 
Statistical Society's Journal for 1886, and L. G. Chiozza 
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Money's estimates are contained in his " Riches and 
Poverty " and the " Future of Work." From these I 
obtain the following chart, using the Board of Trade 
price levels. (See Chart I.) 

The top line indicates the growth of the money 
income of the nation measured at the mill 
stream. The flow of Real Wealth through the 
mill lade at any of the years is, however, not correctly 
given by this line, because of the error I have already 
spoken of, viz. : the size of the bucket used has been 
variable. Evidently, if we know the size of the bucket 
used at each peribd, we caji make the necessary 
corrections. Fortunately, this particular also is avail- 
able. The Board of Trade have kept the price of a series 
of 47 commodities in common use for a series of years, 
and the average of these constitutes the price level for the 
year. From these we can calculate the Real National 
Income in terms of commodities, at any point of time, for 
it is simply the money income divided by the price level 
ruling at such times. 

The purchasing power has varied as shown by the 
following table taken from the Board of Trade figures : — 
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1871 


.. 136 


1873 






.. 152 


1875 






.. 140 


1877 






.. 140 


1879 






.. 125 


1881 






.. 127 


1883 






.. 126 


1885 






.. 107 


1887 






99 


1889 






.. 103 


1891 






.. 107 


1893 






.. 99 


1895 






.. 91 


1896 






88 


1897 






.. 90 


1899 






.. 92 


1900 






.. 100 


1901 






.. 97 


1903 






.. 97 


1905 






.. 98 


1907 






.. 106 


1909 






.. 104 


1911 






.. 109 


1912 






.. 115 



NOTES ON CHAET I. 

The lines showing the growth of wealth measured in 
money, and the proportion of this going to 90 per cent, 
of the population, are drawn from figures given by Sir 
Robert GifEen up to 1885, and from figures given by 
L.G.C. Money for the later years. L.G.C. Money gives 
£935 million for 1908. Prof. Bowley gives £1046 million 
for 1911 as workers share. 

The line showing the growth in national wealth 
measured in commodities is arrived at by dividing the 
upper line at a series of years by the price level ratio of 
the corresponding year. The price level ratio is taken 
from the Board of Trade returns given on page 23. 

The important point to note in this chart is the rapid 
rise of the commodity line up to 1897, and the straight- 
ness thereafter. 

The general truth of this line is confirmed by Chart II. 
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Correcting the National Money Income by dividing 
by the price levels given we get the thick line shown 
upon chart I. This line has the same significance as the 
line we would get by measuring the water passing at Y. 
in terms of gallons in place of in bucketsful. 

Chart I. is exceptionally interesting and will repay 
careful study. The top line is of some interest, as it 
measures the National income in terms of money, but the 
thick line is vitally important. Note first the steady 
rise to 1881 and the rapid rise from 1881 to 1897 : then 
the change. This change certainly does not come about 
without some reason, and the reason we must find. 

National progress measured by material things has 
slackened o£E most remarkably after 1897. The 

top line represents the measurement in buckets of 
the mill stream; the thick line the measure in 
gallons. From the figures compiled by GifiEen and L. 
C. Money we can measure the division of wealth 
within the nation. In the earlier years Sir 
Robert Giffen divided the nation into three classes, i.e., 
the working class, the middle class, and the wealthy 
class. The workers being those in receipt of wages, 
the middle class those with incomes from £120 to £400 1 ; 
the weathy, those with incomes over £400 pounds. From 
his figures, the middle class incomes appear to have been 
declining between 1835 and 1885, but this does not mean 



NOTES ON CHART II. 

The line representing the workers' share indicates the 
number of commodities available for all the workers at 
the different years — thus, if at 1880 we consider that 
they were receiving 540 commodities, at 1902 they would 
be receiving 910 commodities of a similar kind^ and at 
1913 about 890. 

The population having increased, the 890 commodities 
would have to supply a larger number of workers, so 
that the decrease per worker is greater than this line 
indicates. This also applies to the centre line. 

The wealthy's share is also given in commodities, and 
is arrived at by dividing the income tax assessments by 
the price level ratio of the corresponding year. Thus, 
the point for 1881 is obtained by dividing £560m., the 
assessment for 1881, by 127 upon 100, the price level 
ratio when the price level at 1900 is taken as 100. The 
workers' share is taken from the figures given on the 
bottom line of Chart I., and are similarly divided by the 
price level ratios. 

The interest on oversea investments is given in 
millions of pounds. The rapid rise in this line 
synchronises ominously with the change of direction in 
the two upper lines. Although this interest went 
principally to the wealthy, it failed to maintain their 
rapidly increasing wealth. 
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much, as the result depends so largely on the group 
actually included. Chiozza Money only divides the 
population into two classes, and to make the figures 
comparative I have slumped GifEen's middle class along 
with the workers up to 1885, for when combined they 
represent, roughly, 90 per cent, of the population, and 
thus agree with Mr. Money's division. The bottom line on 
chart I. is laid down from the figures of Sir R. Giffen 
up to 1885, and from Mr. Money's figures thereafter, and 
represents the growth in the money income of 90 per 
cent, of the population. The difierence between the 
bottom line and the top line is an accurate guage of the 
wealth — as measured in money — going to the wealthy ten 
per cent, of the population. 

The significance of both of these lines is largely lost 
by their being vitiated by the varying value of money to 
commodities. 

To get a clear insight into the true growth of wealth, 
and the share going to the two sections of the community 
I have drawn out a second chart (see chart II.), which 
shows the money income and money wage divided 
by the price level of commodities. 

The importance of this chart cannot be exaggerated. 

It shows the steady rise in the real income of the 
working classes up to 1900, and then the slackening off. 

It also shows a similar slackening off in the real 



NOTES ON CHART III. 

The line of real wages is based on the figures given 
by G. H. Wood. 

In the main, it corroborates the " workers' share " as 
given in Chart II., but, naturally, as it is based on yearly 
figures, it gives a more rugged line. It is rather less 
rapid in its ascent up to 1900, and more rapid in its 
descent thereafter, and this is exactly as it ought to be, 
for the line in Chart III. is taken on a per head basis, 
while the line in Chart II. shows the total commodity 
income of the working class as a whole. If divided by 
increase of population, the line in Chart II. would show 
even greater agreement with the top line in Chart III. 

Note particularly that the line showing exports per 
head is almost straight from 1880 to 1900, and that its 
rapid ascent synchronises with the fall in real wages. 

The rise in the export line being more rapid than the 
rise in the import line after 1900, is partly explained by 
the increase in the amount of capital being invested 
abroad. 

The export and import line are given in pounds per 
head. 
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income of the wealthy, in this case, not quite so decided 
although in all conscience serious enough. 

This line is not in conformity with public opinion nor 
has it so far as I know been recognised by the economist. 

The first inference is that my figures ate wrong or my 
method erroneous. Anyone thinking so can check the 
figures for himself, but to confirm the truth of this 
diagram I give a chart (III.) based on figures compiled by 
G. H. Wood and given by J. A. Hobson in his " Gold, 
Prices and Wages." In this case the truth of the 
conclusion is a matter which can be tested by common 
ezp^ience. 

The top line represents approximately the change in 
the average Real Wage paid to the average worker during 
the period under review. It is based on the wages paid 
to the workers in all the important industries of the 
country divided by the price levels at the different years. 

You will notice how this line corroborates the thick 
line in chart I. In the main it is ascending up to 1900, 
then drops to 1904, rises for about three years, and then 
begins falling again. 

If this line had been drawn from a five yearly average 
in place of on each year's figures, it would have shown 
more clearly the decline in Eeal Wages since 1900. If 
the top line had been drawn from the Eeal Wages of the 
workers as arrived at by Prof. Bowley, up to 1900, and 
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thereafter from Board of Trade figures on a five-yearly 
average, a very similar line would be obtained. 

The accuracy of this line has been definitely recognised 
by the workers and also by the economist because there 
is no gainsaying it. Labour has not grasped the reason 
for it, but it knows its truth. 

Between 1880 and 1900 Labour was steadily improving 
its position as the line shows, then came a period of 
uncertainty and decline. This decline brought restive- 
ness on the part of Labour. Wages were increasing, but 
no improvement in wellbeing was being obtained; the 
" spread on the table " was no greater than before; in 
fact, rather less. Labour was unable to fathom the 
trouble and general Labour unrest was the result. The 
Trades Union leaders had been working to obtain a 
steady improvement in Labour's position, and in place 
of this they had been faced with fourteen years of 
stagnation. 

Naturally a feeling of resentment arose against the 
wealthy, as it was felt that they had in some way outwitted 
the worker. The huge increase in the income-tax 
assessments gave colour to this view, and the use of these 
figures by politicians to prove that Free Trade was not 
ruining the country, popularised the advance, in income- 
tax assessments. 
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VALUE or PEOPEETY AND PEOPITS ASSESSED 
IN UNITED KINGDOM. 



1871 ... 




. £445 m. 


1881 ... 




. £560 m. 


1885 ... 




. £631 m. 


1890 ... 




. £669 m. 


1895 ... 




. £657 m. 


1900 ... 




. £791 m. 


1905 ... 




. £912 m. 


1910 .... 




. £1011 m. 


1914 ... 




. £1167 m. 



I give here the income-tax assessments from 1871 
onwards in the accompanying table. The increase 
in income in the later years appears startling 
at the first glance, and looks as though it would 
contradict the chart, but we must remember that this 
income is measured in money and therefore to get the 
Eeal Income of the average wealthy individual we must 
divide by the price level of the year of assesssment, 
and also by the number of recipients. 

Prof. Bowley's and G. H. Wood's Eeal Wage lines give 
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US the Real Wage of the average worker. They, therefore, 
make allowauice for the increase in population, and this 
allows the individual to test the truth of their conclusions 
in the light of his actual experience. To get a line that 
is comparative for the wealthy it is evident that in fair- 
ness we ought to divide the total real income of the wealthy 
by the number of recipients at the different periods and 
express the result in terms of commodities available per 
recipient per week or per annum to gain a true insight 
into the position of this class, and also their relative 
degree of progress. 

In the centre line shown in chart II. I have divided the 
income-tax returns by the price levels of the year in 
question but not by the number of individuals assessed. 
This line shows a rapid rise to 1905, then is almost 
straight. A decline would have been shown on a per head 
basis. The wealthy, therefore, have not done anything 
like so well as has been generally assumed. In fact, they 
too, have suffered the check in progress of which the 
workers have felt the full brunt. These figures have not 
been selected by me to prove a case, they are the truest 
figures that I know of. I have simply applied the method 
of measurement that any sane engineer, chemist, or 
scientific man would apply, in order to arrive at a true 
estimate of National progress. That the result shows a 
decline, or at best, no increase in the commodities avail- 
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able per head of the population since 1900 is not of my 
doing. It is there — it is so serious that the reason for it 
must be found. 

Before beginning, however, let me bury the Free 
Trader decently. If oversea trade were an index of our 
prosperity then you would expect to find a rapid increase 
in our oversea trade between, say, 1885 and 1897, and a 
slight falling ofE up to 1905 or 1906, with a more rapid 
decline thereafter. 

I have charted the exports from 1885 to 1913 on chart 
III. , where you will see that the very opposite holds true. 
As a matter of fact the exports in 1895 were only three 
million more than in 1885, while in 1914 they were 
about three hundred million more than in 1895. It is 
quite noticeable that where exports are increasing most 
rapidly the decline in national progress is also most 
rapid. Note particularly the very marked change at 
1902. The Free Trader, therefore, is drowned beneath 
the sea of his expanding exports. 

In drowning the Free Trader, however, I have given a 
very nice straw to the protectionist. I fancy I can hear 
him saying : " Quite correct ; I told you so ; you will find 
that when exports were increasing imports were also 
increasing, and it was the increase of the latter that 
stopped our progress." I have, therefore, charted the 
imports above the line of exports and find they both run 
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in approximately the same way. This, of course, bears 
out the Free Trader's statement that imports balance 
exports with a margin of freightage and interest on 
oversea investments. 

The equal level of the import line at 1882 and 1897 
during a period when progress in Beal Wealth was rapid 
is an argument which indicates the small effect imports 
have on national progress ; the fall in Real Wages after 
1900 — corresponding with an increase in imports gives 
the Protectionist's view a little support, and, though it 
is in reality very little, he will probably make the most 
of it. 



CHAPTER HI. 

EXPLANATIONS OF THE RECENT RISE IN 
PRICES. 

Although I have buried the Freetrader as decently as 
any gentleman requires still I am afraid he will not 
remain down. I know him well ; he will return announc- 
ing that he was not quite dead ; that the trouble is all 
due to the recent rise in prices and that the national 
set-back would have been far worse had it not been for 
the huge increase in our oversea trade. 

Of course, in the reply, it is assumed that the rise in 

prices is not in any way due to our oversea trade. I have 

therefore, now to consider the factors bearing upon the 

changes in price levels and the first thing to do is to chart 

the fluctuations in price levels for the period we have 

been considering. The second is to take the causes 

avowed by various exponents of political economy for the 

recent rise in prices and to examine the facts relating to 

these and chart them in the same way. If the lines run 

approximately parallel the explanation put forward is 

probably correct; if they do not, the explanation is 
D 
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doubtful ; and if they go in opposite directions the cause 
avowed is certainly not the true one. The causes 

advanced for the recent rise iji prices are : — 

1st. The increase in the gold output. 

2nd. Increase in armaments. 

3rd. That the most fertile lands have been exploited, 

and we are now developing less immediately 

fruitful fields. 

The first two can readily be measured. Messrs 
Money & Hobson have given the figures showing the rise 
in the world's gold output, and both reject this cause as 
a sufficient explanation. To me, it seems strange to find 
intelligent men accepting such a theory. 

To cover its many deficiencies mathematical formulae 
are brought in, but these do not explain one very 
important fact, i.e., the failure of wages to rise with the 
increasing gold output. 

An increase in the gold output sufficient to influence 
prices would at the same time influence wages, as gold 
cannot be expected to discriminate. In the days of the 
gold boom in Australia and California, the cabman's hire 
rose from 2s. 6d. to 10s., and the cost of the cabbage 
from 3d .to Is. This, of course, meant a very immediate 
money increase in the wages of Labour, but in Britain 
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in 1914 — after 20 years of steady increase in the output 
of gold — ^wages were very little higher than they were in 
1900. 

Now, theory would predict that with a superabundance 
of gold, wages would be affected first, and prices would 
follow, as the amount of coin necessary to carry on the 
nation's businessisreallyregulated by the weekly demands 
for wages. If a shortage of coinage existed, high wages 
would be impossible, except by the adoption of a mid- 
weekly pajrment of wages. With a superabundance of 
gold, and labour unrest, wages would tend to rise, and 
prices would follow, but we have seen that wages — in 
defiance of the most acute labour unrest we have ever 
experienced — have remained almost stationary, while the 
amount of commodities obtainable for a day's labour has 
decreased. 

The Goldite theory explains neither of these two 
facts. The scarcity of commodities explains both. 

The Goldite theory cannot explain the scarcity of 
commodities. Gold can only afiect production in so far 
as ft withdraws labour from the production of usable 
commodities to gold-mining, and the effect of this is 
negligible. 

Gold is not a force — it is a measure — and while 
theoretically an increase in gold ought to raise wages and 
prices somewhat, an examination of the facts tells us 
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that it does so, to such aoi infinitesimal extent as to be 
quite unmeasurable by ordinary standards. 

To make this plain, and for purposes of comparison, I 
have made out Chart IV. showing the rise and fall of 
prices ; of wages ; and the increase in the gold output 
during the last thirty years. That there is no traceable 
relation between the lines is at once evident. Had we 
taken the preceding 25 years into account, a period with 
an almost steady gold output, we would have found prices 
rising and falling rapidly even then. 

This chart shows that prices were falling from the year 
1882 till about the year 1897, and then a gradual rise 
began ; that the gold output rose very rapidly after 1890, 
while the dotted line indicates that the fluctuations in 
money wages did not move in consonance with the gold 
output. 

The argument that the recent increases in armaments 
(prior to the war, of course), had caused the increase in 
prices has been fully exploded by L.G.C. Money. 

The percentage of the money income of the nation 
expended upon Armaments was in 1872 — 2.2 per cent. ; 
in 1885—2.3 per cent. ; in 1890—2.37 per cent. ; in 1899 
— 2.9 per cent. ; and in 1910 — 3.6 per cent. 

Evidently, therefore, the expenditure upon Military 
or Naval preparations is not sufficient to explain the 
rise in prices. 
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The third cause put forward is the only on© requiring 
serious examination, as it evidently is the only one 
acceptable to such serious economists as John A. Hobson 
and L.G.C. Money. 

I do not accept it. The fruitful fields of the world 
have certainly been exploited recklessly and ruthlessly, 
but their fertility has only been partially discovered, and 
is in no way exhausted. 

The production of commodities per head in Britain 
only declined after 1900, and Britain has been 
exploited and has exploited other races for over 100 
years. In recent years, the discoveries of new wealth ; 
new sources of wealth and new methods of creating 
wealth have been enormous. 

All world movements are slow, and therefore a change 
as marked and rapid as that taking place between 1900 
and 1914 should not be explained by a cause, like 
exhaustion of world fertility; a cause which could only 
produce very slow alterations. 

So important is this contention, however, that I must 
examine it in more detail. 

Mr. Money gives a list of the articles upon which price 
levels are based, denoting the relative rise or fall in 
these in the periods between 1900 and 1912, which table, 
he thinks, bears out the contention that we had exhausted 
prior to 1900 the most fertile regions of the world. 



NOTES ON CHART IV. 

The Board of Trade prices are charted from the figures 
given on page 23. 

The money wage line practically agrees with the Board 
of Trade figures after 1886. 

The rapid rise in money wages after 1897 can be 
explained by the South African War. 

The straightness of this line after 1900 completely 
contradicts any theory associating gold output with 
wages. 

The fact that prices did not exceed their 1890 level 
until 1910 indicates that the rapid output of gold did 
not counteract a much more potent cause. 
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I arrange his table differently, but do not omit or alter 
any of his figures. 

On the 47 articles there is a rise in price of 14 per cent, 
between 1900 and 1912. 

The following commodities have fallen : — 

Coal, 23.9 per cent. 

Pig Iron, 12.4 per cent. 

Copper, 2.9 per cent. 

Silk, 11.4 per cent. 

Cocoa, 18.4 per cent. 

Paraffin, 40.9 per cent. 

Timber, 1.3 per cent. 

In fairness I must point out that the falls 
in coal and iron are only chance drops as the 
price of coal in 1900 was abnormal. If 
1898 is taken instead of 1900 the fall disappears. The 
average price of coal mined in 1898 calculates out to 6s. 
per ton; in 1900 it was almost 10s. 3d. ; and in 1913 it 
was also 10s. The retail price, however, had risen from 
72 in 1898 to 100 in 1900, and had dropped to 90.7 in 
1913. 1900 was during the South African War. 
There has, therefore, been a rise between 1898 and 1913 
from 72 to 90.7. 

Excluding, therefore, coal and iron, improved proces- 
ses ; new sources of supply ; and trade changes have 
apparently counter-balanced any upward movement in 



50 CHANGE IN PRICES, WAGES, AND OUTPUT. 

copper, silk, cocoa and paraffin. Reduced fertility 
naturally does not apply to these. Copper and paraffin 
are notably Trust controlled. 

The series of articles producable in Britain which have 
risen, and to which the reduced fertility argument 
might apply, are as under : — 

Wheat imported, 24.7 per cent. 

"Wool (British), 60.1 per cent. 

Beef, 13.8 per cent. 

Mutton, 4.2 per cent. 

Bacon, 50.5 per cent. 

Hides, 41.7 per cent. 

Looking at this list, it is evident that so far as Britain 
at least is concerned, no sudden change in the fertility 
of the soil after 1900 has caused the rise in price in these 
articles. 

It must be noticed, moreover, that all the articles 
named are articles being produced very largely in the 
countries to which we have in the years 1905 to 1912 been 
sending very large amounts of capital for their 
development. 

In place, therefore, of having reached the maximum 
fertility in 1900 we should have expected a largely- 
increased output from these countries and a consequent 
drop in price. Had a portion of that capital been 
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invested at home, in place of abroad, the price of 
practically all these products would have declined instead 
of having risen. 

The remaining articles are as under r — 

Zinc, 25.6 per cent. 

Tin, 57.9 per cent. 

Lead, 2.4 per cent. 

Cotton, 22.6 per cent. 

Jute, 47.2 per cent. 

Rice, 20 per cent. 

Sugar, 28.6 per cent. 

Tea, 2.1 per cent. 

Palm Oil, 26 per cent. 

Rubber, 44.1 per cent. 

Now, without wishing to be dogmatic, I do not see in 
the above list much evidence to lead one to a definite 
conclusion that prior to 1900 we had developed the 
world's most profitable resources for these commodities 
and thereafter we began to develop the less profitable. 

The position between 1890 and 1900 would have lent 
more colour to this assumption. At that time it was so 
difficult to find any promising field of investment abroad, 
that the rate of interest had fallen at home to 2^ per cent., 
whereas, between 1904 and 1914, capital was flowing 
freely abroad, and the rate of interest had risen to 3f 
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per cent, at home, while 5 per cent, to 8 per cent, were 
being freely obtained on oversea investments. This does 
not bear out the contention that the world was played out. 

The line of argument pursued by John A. Hobson is 
largely this. In recent years we have been investing our 
capital more largely in ventures which might be con- 
sidered in the nature of developmental work, the fruits of 
which will come back to us later on. There may be, and 
probably is, an element of truth in his theory, but I 
greatly fear that this generation, and possibly the next, 
will be dead before the fruits return; if they ever do. 
Capital has always been slow to go in for investments 
with long deferred dividends, as the history of Afforesta- 
tion in this country amply proves, and I can safely affirm 
it was not the anticipation of dividends returning at some 
distant period of years that induced our investors to send 
their capital overseas, but the very definite expectation 
of receiving 5 per cent, to 8 per cent, within a year or two 
of the date of investing. In the main, I believe they have 
obtained the dividends they expected. 

There are two other explanations put forward for the 
rapid rise in price after 1900, but I cannot say that they 
have been seriously advanced by any recognised exponent 
of political economy. These are : — 

1st. The growth of the combine in this country. 

2nd. The " Ca-Canny " policy of the Trade Unions. 
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It is possible and even probable that the change in 
price of some of the articles in our list is due to the 
machinations of the Trust. Paraffin, one of the articles 
notoriously Trust-controlled, has fallen, and this change 
may be wholly artificial. Several of the rises in price 
may be equally artificial, but it is impossible to conclude 
that the general rise is due to this for the following 
reasons. The Trust has always tended to economies ; 
closing down the least organised works and developing 
only the better. From this standpoint, the Trust is a 
displacer of labour. But during the period of high prices 
labour has been particularly fully employed. With 
labour fully employed and organised, as a Trust naturally 
organises its labour, the output of commodities per head 
ought to have increased ; but this, we have seen, has not 
taken place. The trustification of industry ought to have 
made for one or other of the following conditions. 

A greater profit to the capitalist classes, or a lower- 
ing of the price of commodities ; or a greater output of 
commodities per head ; or a displacement of labour with 
consequent unemployment. Now, these conditions are 
just the opposite of what we were experiencing, and, 
therefore, whatever effect the growth of the Trust in this 
country may have had it has not been sufficient to coun- 
teract the efiect of some m.ore potent cause. 

There is only one weakness in this argument of mine. 
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and this is, that while the capitalist classes in this country 
have not received more commodities per head, it is just 
possible that American or other combinations of 
capital have secured increased returns to themselves by 
an artificial inflation of prices. An examination of the 
list of articles which have risen in price indicates that 
this is quite possible. The receivers of this surplus being 
out of the country their earnings would not appear in our 
income-tax returns. If this is correct it means a source 
of National loss. 

Regarding the " Ca-Canny " policy of the Trade 
Unions, I cannot accept this as a satisfactory explanation, 
for many reasons. I have been associated with workmen 
most of my life and cannot say that I noticed any change 
beginning in 1905 or 1906 in their working sufficient to 
explain the momentous change in output which dat«s 
from this period. 

Besides, an examination of the list of articles (which 
have risen in price), producible in this country shows that 
the heaviest increases are in the farming industries, 
where Trade Unionism was almost non-existent. 

I have already shown by means of graphs that the well- 
being of the worker, and, also, of the wealthy, has not 
increased because of increasing Exports, nor stagnated 
because of Stationary Exports. I have also shown that 
the increase in gold output does not satisfactorily explain 
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the recent rise in prices, and that all the other explana- 
tions offered fall short in one respect or another. 

Look carefully at the line of Real Wages on Chart III. 
and note what it demands. The almost steady advance 
from 1880 to 1900 and the fall thereafter requires some 
change to have taken place of very considerable 
magnitude and of a fairly rapid nature. The causes 
advanced are not of this character. Of none of them 
can it be said. " A change took place about 1900, 
sufficient to affect the output of commodities thereafter 
in a remarkable way." This cause has now to be 
found. 



CHAPTEE IV. 

TRUE CAUSE OF CHANGE IN PRICES. 

We have now arrived at the conclusion that there was 
in 1913 a smaller output of commodities per head of 
population than the output in 1897. The factors which 
go to the production of commodities are three in number, 
viz. : Land, Labour, and Capital. We might say the 
three L's. — if the last is printed with a double stroke 
through it, thus — £. The land of Britain has not 
diminished in extent during the period under review — 
and, though the acreage per head has decreased, 
owing to growth of population, this cannot be 
the cause we are seeking, because land in 
Britain was not in increasing demand, nor was it being 
more highly cultivated. Had there been a scarcity of 
land — more land would have come under the plough and 
more men would have been employed upon it, but this 
does not agree with the facts. The second factor — 
Labour — so far as manual labour is concerned, does not 
help us, because we have so far been dealing with the 
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output of commodities per head ; and unless we assume a 
slackening of effort on the part of the workers, no explan- 
ation lies here. I have already rejected tliis suggestion, 
as it assumes a change more rapid than ordinary human 
changes generally are. Besides Manual Labour, there 
is the labour of the Organiser, and the labour of the 
Inventor, and undoubtedly these can alter production 
greatly. These again are human factors, and do not 
change rapidly. It would be a bold individual who 
would state that organising ability had decreased during 
the first twelve years of this century. The tendency of 
Trading concerns to combine was in fact particularly 
marked in this period, and this is a feature of organisa- 
tion which ought, by eliminating wasteful competition, to 
have increased production. It is true that the proportion 
of the population engaging in distributive trades in- 
creased, but this trend was even equally marked in the 
eighties and nineties. Speaking with a very consider- 
able experience of industrial and scientific advancement, 
I do not consider that this century shows any falling off 
in inventive ability. The spread of education makes this 
unlikely. Besides, we have only partially harvested the 
fruits of the inventions of the later decades of the 19th 
century, and the full fruits have yet to be gathered. 
Industrially, we have only made very partial use of the 

inventions available. These considerations make me very 
E 
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sceptical of John A. Hobson's and L. G. C. Money's 
suggestion that we are now entering a period when a 
definite quantity of labour brings a steadily decreasing 
return. What makes the stagnation in output all the 
more remarkable is that during the period of stagnating 
output, trade had been very good and unemployment 
slight. We are forced, therefore, to turn to the last 
factor, viz. : Capital ; and, if this fails us, we may well 
give up our quest. I hope, however, to be able to show 
that during the first fourteen years of this century there 
has been a gradual reduction in the quantity of Capital 
available in Britain per head of the population, and that 
this is the true explanation of the fall in Ileal Wages. 
To explain the stationary output per head of population, 
I ought to be able to show that this decrease of available 
Capital began about 1897, and became more rapid after 
1906. In the face of income-tax returns this may appear 
rather a preposterous position to take up, but the chemist 
is. used to taking nothing upon its face value. His 
business is to separate the true gold from the dross. 
Let us see, therefore, what the income-tax returns can 
tell us, when carefully sifted. Schedule A and B deal 
with the income derived from the ownership or occupancy 
of Land, and also from the ownership of Houses. The 
income from the ownership or occupancy of Land has not 
increased in the period, and as the value of agricultural 
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produce was rising throughout the period the inference 
that Capital was not seeking investment in British land 
is almost certain to be correct. Further proof of the 
correctness of this conclusion is afforded by considering 
the area of arable land in 1897 and 1912. We find, for 
instance, that the area of arable land had decreased by 
1,000,000 acres between 1896 and 1912, while the com- 
bined value of the Stock of Horses, Cattle, Sheep, and 
Pigs had decreased by several million pounds. Turning 
now to Houses you will notice that there has been a very 
considerable increase in income from this source, 
but the amount of capital invested has not in- 
creased in the same ratio as the income. We 
are all aware that House rents have risen consider- 
ably in the period, and this rise is reflected in the increase 
of income from this source. Roughly, it can be measured 
by considering the increase in income from premises 
rented at £20 per annum and under, and comparing this 
with the number of new houses within this range of rental 
which have been built in the period. The increase of 
premises within this range amounts to 1.2 million 
premises, but the increased income obtained for all 
premises in this category amounted to 38 million pounds 
or fully £30 for each house or shop included. The new 
premises being rated under £20, it is evident that a 
higher figure must have been obtainable from the old. 
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A closer examination shows that the increase has been 
more largely placed upon shops than upon dwelling- 
houses. The increase in shop rents would probably be 
reflected in increased prices of commodities. I may here 
point out that House rents ought not to appear in this 
analysis, as it has not been taken into consideration in 
the table of price levels from which Real Wages have 
been arrived at. If it had been, as it really ought to be, 
it would not seriously have afieoted the results, as House 
rents have risen, possibly, in very much the same ratio 
as the general run of articles in common use. The small 
increase,* shown in Schedule C, from British securities 
need not detain us long. This is due to the borrowing of 
Capital as a result of the South African War, and, there- 
fore, could not help to increase production. Schedule D 
is the most important for our purpose, as most of the 
elements in it are directly connected with the production 
of usable commodities. In Railways we have an 
increase of 5^ million. This is certainly considerable, 
but when compared with the 7 million of the preceding 
15 years, is not satisfactory. In Railways, I believe, the 
increase of income is more directly attributable to the 
investment of new capital than in some of the items which 
follow, as Railway rates had not been enhanced to the 
same extent as general commodities or services. The 
increase in income from Coal and other Mines suggests 

:|c The comparlHons made here ara between 1897 and 1913, not between 190O and 1913. 
The 1900 schedules are affected bj the South African War, hut are Inserted to show the 
position at 1900. 
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that the Capital invested in Mines had been doubled 
between 1898 and 1913, but this is very far from being 
the truth. Between 1897 and 1914 the income assessed 
from Coal and other Mines rose from £8.9 million to 
£19.6 million. ; Ironworks from £3 million to £4.2 
million. But an increase of income does not necessarily 
mean an increase of Capital. It may simply mean, as 
we saw was the case with House rents, that the Capital 
was able to obtain a larger return for itself. Fortunately, 
figures are available to help us here. Just as we have 
seen that rents rose during the period from 1897 to 1914, 
so we find the price of the ton of coal also steadily rising. 
In 1897 the price was 5s. lid. at the pit mouth ; 1905, 
7s. ; and 1912, 9s. OJd. If the coal were as easily 
obtainable in 1897 as in 1912, this rise in price would 
be sufficient to explain the rise in the assessed income. It 
is possible that the difficulty of obtaining coal in 1912 
was a little more than in 1897, but not anything like 
sufficient to account for the increase in price which took 
place, for the output per man employed had only fallen 
from 298 tons between 1897 and 1900 to 260 tons in 1911. 
Now, had more machinery been installed in Mines than 
covered the depreciation, the output per man ought to 
have been increasing, as it did in the United States. The 
increased output of coal to meet the needs of a growing 
population has, therefore, been obtained by sinking new 
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shaits and by drawing in more manual labour rather iJian 
by increasing the amount of mechanical aids. The 
number engaged in mining rose from 649,000 in 1901 
to 1,128,000 in 1911. 

If we allow 10s per ton of Goal mined as the Capital in- 
vested in coal mines we arrive at an increase of £30 m. 
This, of course, does not mean that the Share Capital of 
the different Coal Companies in the country have not 
increased by more than £30 million. It means that the 
Real Capital invested in mining has probably not increased 
by more than this. The rise in price of Coal was in itself 
sufficient to allow of an increase in the fictitious Capital 
invested. The early years of this century saw consider- 
able combinations of Capital in the Coal industry taking 
place, and this, by reducing competition, helped to secure 
the increase in the price of coal. The rising rate of 
interest also worked in the same direction by giving 
Capital other outlets. The increase* in the income assessed 
from Ironworks arises in almost the sajne way. In this 
case we have only a small increase in output coupled 
with a large increase in the price per ton. Again the 
increase is due to the ability of the owners of the 
Capital to obtain a higher return on their real Capital, 
rather than to any serious increase in the plant or 
machinery provided for the Ironworks. The increase in 
the income from all the British industrial enterprises, 

* The Increase is only Blown taMng 18D7 and 1914 retuins. Uslne IMO and 1914 fieunjs 
as given in the table a decrease is shown. 
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which we can identify, is only £24.6 million between 1898 
and 1913, including the increase in Coal and Iron, 
amounting together to £10.6 million, and which, we have 
seen, can hardly all be considered as due to Real Capital 
investments. Deducting this leaves us with an increase 
of only £14 million. In Gasworks there has evidently 
been a considerable increase in Capital investments, ss 
the income has risen from £5.63 to £9.11 million. This 
increase has not been due to an increased price for gas 
or bye-products, but to its rapidly-extending use. If the 
figures for Electrical establishments were available, the 
same would hold true. The increase in income from 
Waterworks, Canals, and Quarries probably represents 
an increase in Capital, but is only a little more than 
sufficient to keep pace with the increase in population. 
Quite the largest increase of income which we can 
definitely earmark as being due to increasing develop- 
ments in Britain, is recorded in Schedule E under salaries 
of Government, Corporation, and Public Company 
Officials. This tells us that there has been very substan- 
tial improvements in sanitation, lighting, electric supply, 
hospital accommodation, upkeep of roads, and education, 
etc., and while this is all to the good, so far as it goes, 
it does not enter into the table of usable commodities to 
any extent, and, therefore, does not appear in our chart 
showing the movements of Eeal Wages. There is one 
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item coming under Schedule D which, so far, I have 
omitted, viz. : the income from Businesses, Professions, 
etc. This, unfortunately, is diflcult to analyse. It is 
partly the salaries of professional men, doctors, 
barristers, small employers and salaried employees, but 
it also comprises a considerable item for profits on 
businesses both productive and distributive. It is 
afEected by the capital invested in cotton mills, engineer- 
ing, retail trades, dressmaking and tailoring, printing, 
wool, leather, baking, shipping, ship building, etc. If 
we assume one half to be due to investments in home 
concerns we shall be following Mr Money's lead fairly 
closely. This would give £152 million for 1897 and £241 
million for 1913-1914 being an increase of £89 million. 
Certainly this, on the face of it, suggests a very consider- 
able increase in Capital invested in Home concerns, but 
we have to keep in mind that the income from invest- 
ment would increase if the rate of interest was increasing. 
Now the rate of interest all over the country was rising. In 
1897 the Bank rate was 2.8 per cent. ; in 1913 it was 
4.7 per cent. If this increase applied also to the invest- 
ments we are considering, then the same capital which 
gave £152 million in 1897 at 2.8 per cent, would have 
yielded £255 million in 1913, at 4.7 per cent., which is 
higher than the figure actually reached. It does not 
matter whether we assume one half or the whole income 
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assessed, to be due to Home investments, the result would 
indicate the same, viz. : that the Capital being invested 
at home was relatively small. Of course, it does not 
follow that the rate of interest had increased in industrial 
concerns as greatly as the Bank interest indicates, but 
even after making ample allowance for this it seems 
evident that the new capital being invested in this 
country has not been much more than would 
replace natural depreciation and the capital lost in 
dying industries. The general conclusion I come 
to is that the considerable capital which is always being 
destroyed has possibly been made good, but too little new 
capital has been invested at home to meet the needs of 
increasing population. The summary of the analysis of 
these Schedules, therefore, comes to this : The amount of 
Capital invested in house property, and in the provision 
of State and publicly-owned services has increased ; the 
former just about normally, the latter at an increasing 
rate. The amount of Capital invested abroad has in- 
creased very largely. The amount of Capital invested in 
productive and distributive trades in this country has 
not kept pace with the increase in population, while the 
amount of Capital invested in land has declined. The 
Schedules further tell us that between 1882 and 1897 
Capital was being largely invested at home ; between 1897 
and 1912 it was being invested more largely abroad. My 



NOTES ON CHART V. 

The real wage line is drawn from G. H. Wood's figures, 
and is thereafter the same as given on Chart III. A 
very similar line would be got by using Prof. Bowley's 
figures, or Board of Trade figures. 

The centre line represents the change in the amount 
of capital the State could have borrowed if it had ofiEered 
the same return per annum from 1880 to 1913. It 
therefore represents the fluctuations of Consols had no 
change in the rate of interest taken place. 

The home investment line is arrived at by assuming 
an annual saving of about £250 million and deducting 
the amounts being invested abroad, as given by Mulhall 
up to 1893, and from figures given by J. A. Hobson 
thereafter. 

The rise in home investments synchronises with the 
rising Consols and rising real wages, and the fall in 
home investments and Consols slightly precedes the fall 
in real wages, as, theoretically, they ought to do. 

If we take the line marked 10 as 100, then Real Wages 
at 1880 stand at 100, and about 160 in 1900. 

Consols are 100 at 1880, and about 122 in 1897. 

The percentage of Home investments stands about 80 
per cent, in 1880 ; at 91 per cent, in 1897, and at 24 per 
cent, in 1912. 
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argument, therefore, so far is so childishly simple that 
I almost hesitate to advance it. It is this : The fall in 
Real Wages, which has taken place since 1900, is due 
to the rise in prices ; the rise in prices is due to a scarcity 
of commodities ; the scarcity of commodities is due to a 
decline in the amount of Capital invested in land and 
productive enterprises in this country. - If this argument 
is correct, we should expect the converse also to hold, 
namely, that when Capital was freely investing itself in 
productive enterprises in this country, commodities 
should have been plentiful, prices should have been 
falling, and Real Wages should have been rising. 

The top line in Chart V. is drawui from figures given 
by G. H. Wood. 



SYNCHRONISM BETWEEN REAL WAGES, 
CONSOLS, AND OVERSEA INVESTMENTS. 

The top line in the above chart shows the fluctuations 
in Real Wages from 1880 to 1914. The second line shows 
the fluctuations in Consols from 1880 to 1914. The third 
line shows the percentage of our annual savings which 
were being invested at home between 1880 and 1914. 
You may take it for granted that no money flows into 
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British Consols when safe and more profitable industrial 
investments are available ; therefore, when Capital is 
flowing freely into Consols every possible form of pro- 
ductive enterprise which gives reasonable hope of provid- 
ing a larger return than Consols will do will be fully 
supplied with Capital. We see from Chart V. that 
Heal Wages were advancing very rapidly between 1885 
and 1897, and, therefore, if my argument is correct, v e 
should find Capital being invested in Consols very freely 
within this period, and conversely with the arrest in Beal 
Wages, beginning about 1897 and changing into a steady 
decline after 1900, we should expect to find Consols 
being considered with less and less favour. The arrest- 
ment began about 1897, but owing to a temporary rise in 
1900, due to the South African War, does not show m 
the main line. When Capital is plentiful we 
should expect to find a falling rate of interest, and this 
falling rate of interest, if my argument is correct, should 
be accompanied by falling prices, and as the rate 
of interest rises, the price of commodities should also be 
rising. To test tbis, I have charted food prices and the 
bank rate of interest on Chart VI. The general truth of 
this statement, which, I think, is already admitted by 
economists, becomes at once manifest. We have a falling 
bank rate from 1882 to 1897, and we have steadily falling 
prices during the same period. 
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Prom 1897 the bank rate runs rapidly up, but 
prices, as is natural, do not so rapidly follow, 
for in 1897 we had flooded the British market with 
capital, and the output of the new machinery had still to 
come in ; by 1907 increasing population and depreciation 
of old plant had begun to tell. Britain was now 
requiring new capital, but the capital was getting a 
higher interest abroad than the Home market was 
prepared to offer, and so the capital went overseas. The 
rate of interest kept up because of the oversea demand, 
while the cost of commodities went up because the 
quantity of capital being invested in Britain was not 
sufficient to furnish the machinery to increase output and 
meet the needs of an increasing population. That this is 
so, is evident from the public issues of new capital taken 
up. John A. Hobson gives a table of these in his " Gold 
Prices and Wages," and from this table we learn that 
whereas, in 1900, 80 per cent, of new issues were for 
investment in Britain ; in 1907 the proportion was as low 
as 25 per cent., and in 1909 had come as low as 14 per 
cent., in 1911 it was still as low as 16 per cent. This fall 
in percentage of Home investments is beyond anything 
we have ever experienced, and, therefore, agrees in this 
respect with the fall of Real Wages both in degree and 
point of time, and therefore suggests a real connection. 
Palling interest and falling prices do not show this 



NOTES ON CHAET VI. 

The price level line is based on the Board of Trade 
figures, but, to avoid temporary yearly alterations, the 
average price over a period of years is taken in place 
of the yearly figure. Thus, the point taken at 1885 is 
the average of the year 1883-1885 and 1887, as given on 
page 23. 

The bank rate is taken on a five-yearly average, and 
is, therefore, also freed from temporary fluctuations. 

The almost exact synchronism of these lines is so 
remarkable, that there is no escape from the conclusion 
that the rate of interest prevailing is the most powerful 
factor in the rise or fall in prices. 
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connection because they move in the opposite direction 
to Real Wages ; Prices falling as Real Wages rise, but 
the synchronism between the two can be shown directly 
by reversing one of the lines. In place of charting the 
rise and fall in the Bank rate of interest, we can chart 
the amount of capital which a trustworthy borrower such 
as the State can obtain for a definite sum per annum. 
Evidently when the bank rate is high the State will 
receive less capital fay offering to pay £3 per annum 
than it would when the bank rate is low. Consols 
express this fairly accurately, but as the State has altered 
its offer from time to time, notably in 1889, when the 
rate was altered from 3 to 2|, and again in 1902 to 2^ we 
have not a constant figure in State Consols. I have, 
therefore, charted a fictitious Consol which expresses the 
amount of capital the State would have been offered at 
any period from 1880 to 1913 by the offer of £3 per 
annum. Three per cent has been selected, as it 
was the rate of interest upon Consols at the period 
at which the chart begins. Broadly speaking, the last 
50 years of last century was a period of rising Consols, 
otherwise the rate of interest could not have been 
changed from 4 per cent, to 2^ per cent. ; and the Real 
Wage line tells us that this period was also a period of 
rising wages. The broad results, therefore, are in 
agreement with the argument set out. Between 1870 
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and 1875, Consols and Real Wages were rising rapidly. 
About 1875 to 1878, Consols had a set-back, and this 
set-back is reflected by a decided arrest in Real Wages. 
Between 1885 and 1897, Consols started rising again, 
and with this rise. Real Wages simply rushed up. From 
1897 onwards, Consols have steadily declined, and this 
decline has been followed by a downward movemeilt in 
Real Wages. The parallelism of these two lines is the 
very strongest proof of the truth of my main argument. 
For ease in remembering, the case might be set out thus : 
Rising Consols syohronise with a rise in Real Wages; 
and falling Consols with a fall in Real Wages. Also, 
what is in a sense the converse of this, viz. : rising 
interest corresponds with a rise in prices ; falling interest 
with a fall in prices. This, of course, must only be 
taken to be true over periods of years and is not 
necessarily true of the monthly fluctuations in the bank 
rate. We are now in a position to carry the argument 
one stage further. I have shown that the rise in prices ; 
the fall in Real Wages ; and the fall in Consols are all 
co-related with the amount of capital seeking investment 
in productive enterprises in this country; and I have 
endeavoured to prove — and, I think, have succeeded in 
proving — that the amount of capital investing itself in 
productive enterprises in this country per head of 
population has not increased much, if at all, since the 
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beginning of this century. The question, therefore, 
emerges : What is the capital doing which formerly 
found investment in productive enterprises here? In the 
first place, does it exist? If it does not, then we may 
take it that a very vital change has taken place in the 
habits of the nation, and that, in consequence, the 
amount of capital annually saved has sensibly 
diminished. At the moment I am not prepared to say 
that the amount of real capital saved has not diminished 
to some extent, but a change producing the results we 
are investigating, is too momentous to be effected in a 
single decade. I believe that for all practical purposes 
savings have continued to be made very much as 
formerly, and so I feel forced to look for the new 
channels into which these have been directing 
themselves. This, fortunately, is a very simple process, 
and has already been hinted at. In reviewing the 
income-tax returns we found that the amount of interest 
from capital invested abroad had been steadily increas- 
ing, and also presumably the amount of capital invested 
here for State and Municipal purposes. Neglecting the 
latter, we shall try to see if the increase in oversea 
investments could in any sense absorb the total capital 
which formerly found its way into productive enterprises 
in this country. It is naturally rather difficult to put 
any exact figure upon the amount of real capital seeking 
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investment in productive enterprises in this country, but 
taking the various estimates of difierent statisticians I 
would consider that the estimate of an a;nnual saving of 
200 millions to 250 millions is not far out, and this sum, 
so far as I can judge, has not varied very much through- 
out the period under review. Two hundred millions 
agrees with the figures given by Sir Robert Giffen, and 
250 millions is probably a close approximation for 1913. 
In this connection it is interesting to notice that the 
country has not saved in proportion to its increasing 
income, but has set aside an almost constant sum. 



FICTITIOUS HOME INVESTMENTS. 

A distinction has to be drawn between real capital and 
fictitious capital. A large quantity of fictitious capital 
was created at the beginning of this century, when many 
private enterprises were turned into Joint Stock 
companies, and several large amalgamations took place. 
This fictitious capital or watered stock has no power to 
increase the production of commodities. It has, 
however, the power to create a false impression by giving 
us the belief that we have been investing capital at 
home, when in reality we have not. The real capital 
subscribed has in this case gone to the vendors, and in 
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all probability been invested by them across the sea. 
Bearing this in mind, let us see what information we can 
gather regarding the movements of capital in recent 
years. 



THE UNPRECEDENTED INCREASE IN 
OVERSEA INVESTMENTS. 

In 1912, out of 210 million publicly subscribed, the 
United Kingdom absorbed 52 million, while the 
remainder sought investment oversea. The year before 
was even worse, the United Kingdom only receiving 32 
million. Turn now to 1897, the point at which Consols 
begin to show their fall, and compare the position. In 
this year, out of 157 million of capital nominally created 
the United Kingdom took almost a hundred million. Of 
course, ihe new capital created does not represent the 
total capital saved, but it at least allows us to compare 
movements. Another method is to compare the income 
coming to investors in this country from abroad. A 
study of these figures shows that the period from 1890 to 
1896 was a period in which very little capital was leaving 
our shores. If we can accept the figures arrived at by 
Mr. L. G. C. Money for 1912, and the earlier estimates 
of Gifien, and the Dictionary of Political Economy, we 
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are irresistably forced to the conclusion that the period 
from 1885 to 1902 was a period when oversea investments 
were slight, possibly being at their very lowest between 
1892 and 1896, see chart II. From these estimates, 
and also from later estimates we discover that 
twice as much capital was invested abroad between 1902 
and 1910 as was invested in the sixteen years preceding. 
This means that we were investing four times as much 
capital abroad before the War as in the nineties. There 
is, therefore, no dif&culty in deciding where the capital 
is going. I have found from the figures given by 
Mulhall that it is possible to trace out a line showing 
the proportion of our annual savings which have sought 
out investments in this country during the period from 
1860 to 1893, and using Mr. L. Gr. C. Money's and other 
estimates thereafter, I have completed the line. Again 
we get the same result. See chart V. Between 1860 and 
1876, home investments were in greatest favour. From 
1876 to 1886 home investments were declining. After 
this they rapidly recovered, reaching their zenith some- 
where about 1896 or 1897, and from then onwards they 
have shown a rapid and continuous fall. The bottom line 
on chart V. illustrates this movement of capital since 
1880, and the correspondence of the heights and depres- 
sions of the upper line shows clearly the co-relation of 
Heal Wages, Consols, and oversea investments. 



TRUE CAUSE OF CHANGE IN PRICES. 81 



THE RISE IN WORLD PRICES. 

It is impossible here to enter into a detailed examina- 
tion of the rise in prices, and the fall in low interest- 
bearing securities in other countries ; but it may be 
sufficient to point out that as prices rise and Consols fall, 
with a rising rate of interest, and that the rising rate of 
interest is world-wide, owing to the internationalism of 
capital, then the co-related phenomena of rising prices 
and falling Consols must also prove world-wide. We 
may take it that from 1897 onwards, South Africa, 
Canada, Australia, Japan, China, the Argentine, and 
South America, have been making enormous demands 
for new capital, and that the savings of all investing 
countries, like our own, have naturally been seeking the 
higher rates ruling in these countries. The consequence 
is that we find a higher rate of interest, a fall in all low 
interest-bearing securities ; and a rise in prides, with a 
consequent fall in real wages, universal. The explanation 
of the rise in prices in Great Britain, therefore, gives a 
clue to the rise of prices in all other countries. So far, 
I have been examining facts and charting these to learn 
their meaning, but my critical readers will have noted 
my tremendous bias against oversea investments. They 
will tell me that I have completely forgotten that oversea 
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investments take part in the production of commodities 
and bring profit to the investors in this country, and at 
a higher rate than Home investments do. Well, I am 
not forgetting any of these truths, but when I find 
oversea investments increasing at an unprecedented rate 
at the same time that I find an unprecedented change in 
the trend of E«al Income and 'Real Wages I certainly 
connect the two as Cause and Effect. If oversea invest- 
ments benefit the country, why is the benefit not shown 
in some measurable form. Glance again at chart II. 
The dotted line shows the increase in oversea investments 
as measured by the increase of interest on the ear-marked 
oversea investments appearing in the income-tax returns. 
L. G. C. Money, in 1902, considered the income from 
ear-marked investments only a little more than half of 
the actual, as part escapes taxation and part returns to 
British Companies with oversea branches. The chart 
shows the rapid advance in oversea investments, and in 
this fully confirms the information gained from public 
issues of new capital. Through this chart run 
lines showing the commodities returning to workers 
and interest-receivers at the different periods, and I say 
confidently that any theory which says that oversea 
investments are beneficial to the nation is erroneous. 
Note particularly that at the very point at which the 
upward trend of B.eal Wages changes, the oversea 
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interest line runs rapidly up. I do not envy the 
economist who tries to prove that oversea investments are 
beneficial. The politician, of course, does not count. He 
would attempt to prove that black is white any day 
without blushing. 

DirFERENCE BETWEElSf OVERSEA AND 
HOME INVESTMENTS. 

My friendly critics are by this time no doubt waiting 
to point the apparent fallacy in my argument. It is 
perfectly true that I have omitted to point out that an 
oversea investment takes part in the production of 
commodities, and that at first sight it might be difficult 
to point out the difference of an investment in Ireland or 
the Hebrides from one in Argentine or Patagonia, but a 
little deeper consideration will show that there is a very 
vital difference, and a difference so marked as to be quite 
capable of explaining all the points we have been dealing 
with. 

If we had been forced to invest in Britain within the 
last ten or fifteen years an extra two thousand million 
pounds, which is about the sum we have sent across the 
sea in this period, it is perfectly evident that the 
production of commodities in Britain would have 
increased enormously in consequence thereof. 
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THE POWER OF CAPITAL TO INCREASE 
PRODUCTION. 

The increase of commodities due to the employment of 
capital is not a matter of 5 or 10 per cent., but in 
many cases the judicious employment of capital brings 
an increase in commodities from 50 to 100 per cent. Even 
in agriculture I could bring forward many instances 
where capital, judiciously employed, has brought or is 
bringing such returns. We may, however, arrive at an 
average estimate by considering the increase of com- 
modities during the quarter of a century from 1B72 to 
1897, and the total capital invested in Britain in this 
period. Calculating from the figures available, I find 
that the increase of commodities is equal to an increase 
of 15 to 20 per cent, on the capital invested. This is 
the net increase of commodities created by capital after 
deducting losses of every description — flosses due to 
unnecessary competition, unscrupulous finance, careless 
administration, overlapping, production of armaments, 
and all industrial experimental adventures, which failed 
to prove financially successful. The power of capital, 
therefore, to increase the production of commodities is 
enormous, and we may safely say is not under 15 per 
cent even under unfavourable conditions. But our 
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oversea investments do not bring in snoli a return. 
Allow that an equally safe investment brings in 5 per 
cent, when a home investment would only bring in 3 per 
cent. ; then, athough the lender is apparently 2 per cent, 
better ofi, the nation is the loser by 10 per cent, at least. 



WHY OVERSEA INVESTMENTS DON'T 
PAY THE NATION. 

The reason for this is not difficult to follow. When a 
loan is asked for, the borrower expects to have a return 
as well as the lender ; and if the borrower is a Briton 
the benefit to borrower and lender remains in Britain 
and will show itself in due course in the income-tax 
returns ; but if the borrower is abroad, only the lender's 
interest returns, and so at least half of the benefit is 
gone. But when capital is pressing for investment in 
this country neither the borrower nor the lender are able 
to share the whole of the increased productivity between 
them. The competition of new capital forces down the 
return to capital ; increases the number of borrowers, and 
eventually ends by reducing the price of the commodities 
produced, thus sharing the benefit in the long run with 
the consumers ; 90 per cent, of whom are designated 
" Poor." There is still another reason why tlj.e " Poor " 
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ninety per cent, improve their position when capital is 
finding no outlet abroad, and it is this : In a foreign 
or Colonial investment, as we have seen, interest on the 
capital invested is all that of necessity returns to this 
country. This it may do in the form of competing goods, 
or it may return in tropical foodstuffs ; but in a Home 
investment not only the interest but the whole stress 
caused by the increased production manifests itself at our 
own doors, and so keeps prices low. In the case of 
foreign or Colonial production, the stress is spread over 
a much larger area, and, therefore, is not so much felt 
in the home market. 



OVERSEA INVESTMENTS AND DEAR 
MARKETS. 

The truth of this is abundantly evident when you 
consider that the prices of practically all foodstuffs were 
considerably higher in 1913 — alter fifteen years of 
flinging our bread across the wat«rs — than they were in 
1896, aiter a considerable period of home investing. The 
cheapening of wheat and meat is one return we might 
have hoped for from our lavish investments in Canada, 
Australia, and the Argentine, and what we have got is 
an increase of 10 to 20 per cent. The ordinary 
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economic doctrine of Free Trade, opening up to 
us the markets of the world, has some hard facts to 
face. We possibly have the markets, but we have not 
had the cheapening foretold. Even taking wheat alone, 
we find that the lowest prices for it were ruling during 
and following a period of home investment, and that 
the price has been steadily rising with the increase of 
investments abroad. According to Sir Edward Speyer, 
we have invested 120 million pounds in Canada within 
the three years ending 1911. Consider what it would have 
meant to this country had this capital been turned to 
wheat-growing in place of to land or railway development 
in Canada. It would have increased the capital available 
for agriculture to such an extent that it would have been 
perfectly easy for us to have produced here every particle 
of grain-stuffs which we presently import. This is no 
imaginative statement. The total value of grain food- 
stuffs which we presently import amounts to 75 million 
pounds, and represents roughly, therefore, the produce 
of about 15 million acres of land at the low average of £5 
value per acre ; but I know of one small farmer in 
Scotland who by the skilful application of capital and 
brains, obtained for many years a return of nearly £50 
per acre. Let us take, therefore, an all-over return, not 
of £50, but only £10 per acre, as a probable result due to 

the increased investment of capital in British land, and 
G 
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we shall find that the present 14 million acres of arable 
land in Britain would easily return to us the total grain 
which we presently consume, viz. : 75 million pounds 
worth of imported and 46 million pounds worth of home 
grown. A wise Chancellor would divert the flow of 
capital to our own land, not in driblets of one or two 
hundred thousands, but in tens of millions. The Trustee 
Act was for Britain a colossal mistake. 



OVERSEA INVESTMENTS AND LOW 
WAGES. 

Let us now turn for a little from the consideration of 
prices to the consideration of wages, and see if the increase 
in oversea investments can explain why wages did not con- 
tinue rising with the rising prices. I think it docs so fully. 
In home investments the capital first gives emplojrment 
to British workers to produce the plant, and, afterwards, 
when the mine or factory is completed there is a further 
demand for labour to keep the new machinery employed ; 
but in an oversea investment, while presumably a portion 
of the capital goes abroad in the shape of British goods, 
it does not all do so. A portion of the interest payable 
on existing foreign loans is probably transferred to the 
borrowing area without any increased demand for British 
labour whatsoever ; but when the capital has once gone 
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the demand for labour to utilise this capital is now 
exerted possibly thousands of miles from our shores, and 
therefore, afiects the British labour market to a, very 
limited extent, and even then in a very deleterious way ; 
for, when the agricultural labourer or better-class artisan 
succumbs to alluring Canadian advertisements, Great 
Britain loses not only a producer but also a consumer, 
possibly with a little additional capital, besides the 
capital invested in bringing him up to manhood's 
estate. In the early nineties, £200 millions were being 
annually invest-ed in Britain, and this enormous capital 
kept exerting its demand for labour all through these 
years within our shores. Labour, therefore, stood in a 
very favourable position towards capital, and was able 
to secure to itself a considerable portion of the increasing 
production made possible by the large investments of 
capital in this country. 

Since 1897 the process has reversed. By 1910, £150 
millions of British savings were going abroad. The 
position of labour has consequently altered. It can now 
no longer secure any increase. It has managed to 
maintain a semblance of what it has gained, but in reality 
it has lost heavily, and is still losing. The semblance 
consists in a trifling increase in the money wage ; the 
reality in a decrease in the number of commodities 
obtainable. 
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OVERSEA INVESTxMENTS ARE NOT 
PROFITABLE EVEN TO THE INVESTOR. 

In the foregoing I have shown that th© result of 
oversea investments are, from a national standpoint, 
decidedly disadvantageous; they harm the 90 per cent., 
and they harm the nation as a whole, but I believe thai 
they are also in most cases unprofitable to the investor 
himself. Capitalists, like other people, take short 
views. An extra one or two per cent, seems irresistable, 
and so capital flies abroad for an apparently larger 
return ; but in consequence the price of all commodities 
rises, and so the extra money return is completely 
annihilated. Let us take an example. Assume the case 
of an individual in 1897 investing £1000, and selecting 
to invest in an oversea enterprise at 5 per cent, in place 
of a British enterprise at 3 per cent. Apparently he is 
£20 the gainer by the transaction, but if he is living — 
as is not improbable at the rate of £250 per annum — he 
will have to expend in 1913 fully £25 more than he would 
have done in 1897 for the same amount of commodities, 
owing to the advance in prices, and so he is an actual 
loser by the transaction. Even here I have not over- 
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stated the case, for had home investments continued 
during the last 15 years, on the same scale as in the 
preceding period, a very substantial decrease in prices 
would have been inevitable. An oversea investment 
means a reduction in output so far as Britain is 
concerned. It is harmful to the workers and only 
apparently profitable to the Capitalist. Like all 
reductions of output it is in the end harmful to both. 
What the Capitalist gains in money he loses in 
commodities. The pursuit of a selfish end seldom pays. 
I will now endeavour to summarise the conclusions 
arrived at in a short arithmetical statement. The first 
conclusion arrived at is that the rise in prices between 
1902 and 1913 was due to a reduction in output Of 
commodities per head of population. We arrive at the 
number of commodities available per head by dividing 
the money income of the nation by the Price levels for 
the year under review and this again by the population. 
Thus we get the following figures : — 





1881 


1891 1901 


1911 


Money Income, 


... £1122 


£1331 £1660 


£1902 


Price Levels, 


141 


109.5 100 


111 


Population, 


35.2 


38.1 41.5 


45.5 



Sir R. Giffen gives £1270 million for 1886. L. G. C. 
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Money gives £1710 million for 1903 and £1800 for 1908. 
So that the figures I have taken agree closely with these 
allowing for the difference in the year chosen. 
Population is from Census reports and Price levels from 
Board of Trade figures. Dividing, we get the following 
commodities per head : — 

£1122 X 100 

1881, = 22.6 

35.2 X 141 



£1331 X 100 

1891, = 31.8 

38.1 X 109.5 

£1660 X 100 

1901, = 40 

41.5 X 100 

£1902 X 100 

1911, = 37.5 

45.3 X 111 



Note the rapid increase in the amount of commodities 
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available per head between 1881 and 1901 and the 
decrease between 1901 and 1911. 

The second conclusion was that the output of 
commodities increased with the amount of capital 
per head of population invested in this country, 
and decreased with a decrease in the amount. 
To prove that the capital per head invested in the 
United Kingdom had been declining between 1901 and 
1911, we take the total income assessed at each Census 
period and deduct the income from oversea investments. 
Thus we get : — 



Income Assessed 

(excluding Oversea 1881 1891 1901 1911 
Profits), ... £529. 5m. £625.5m. £805m. £966m. 

Bank rate prevailing, 3.38 3.10 3.61 3.6 

Population, ... 35.2 38.1 41.5 45.3 



To find the capital which would yield the above income 
we have to multiply the income by a hundred and divide 
by the rate of interest. To get the capital available per 
head we have to divide by the population. Doing this 
we get : — 
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529.5 X 100 

1881-1882, ... = £445 

^3.38 X 35.2 

623.5 X 100 

1891-1892, ... = £528 

3.10 X 38.1 

805 X 100 

1901-1902, ... = £645 

3.61 X 41.5 

966 X 100 

1911-1912, ... = £593 

3.6 X 45.3 

We here see clearly an increase of capital per head of 
population in Home investments up to 1901, and a slight 
fall thereafter. That less capital was being invested at 
home per new unit of population is shown even more 
clearly by assuming that the new capital created 
annually amounts to about £250 millions. In 
1897 when only 50 million went abroad there was 
invested at home about 200 million pounds. The increase 
in population amounted to 340,000, and this we may 
roughtly take as the number of boys and girls entering 
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the arena of machine production. By 1911, according 
to Hobson, 16 per cent, of the New Capital created went 
into home investments. Now, 16 per cent, of £250 
millions is exactly 40 million pounds. The increase of 
population in the preceding 10 years was 3.8 million; 
therefore, the annual increase was 380,000. Dividing 
the New Capital by the annual increase in population 
we get: — 

£200,000,000 

1897, ... = £588 per new unit. 

340,000 

£40,000,000 

1911, ... = £105 per new unit. 

380,000 

A reduced output per head is, therefore, natural. The 
formula might, therefore, reasonably be : The commodi- 
ties available per head of population in Britain at any 
time equals the productivity of Home invested capital 
per head plus the average interest per head on oversea 
investments. Evidently, therefore, if the productivity of 
Capital in Britain is greater than the oversea interest 
then oversea investing must be a loss to the United 
Kingdom. Having established a method of measuring 
the relative productivity of Capital invested at Home 
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and Abroad the chemist would proceed to obtain more 
accurate and detailed information. Recognising the 
importance of increased output per head, he would desire 
to discover the relative productivity of capital when 
invested in different industries ; the profitableness, when 
invested in industries producing goods for exchange 
abroad, and in industries producing goods for exchange at 
home. He would want to measure the productivity of 
capital in industries as at present organised, and then 
so alter the organisation as to increase this productivity. 
This would involve experimental trials. In this 
experimental way the chemist has gone on from discovery 
to discovery, establishing successful industries in a few 
years, as, for instance, the production of synthetic 
indigo. The problems faced have been much stifEer and 
more intricate than the politician, economist, or business 
man have had to face, but all the difficulties have been 
successfully overcome. From 1900 onwards the 
business man has been faced with a steady rise 
in the price of commodities and a decreasing output per 
head of population, and though the facts were staring 
him in the face, his intelligence has been so little 
developed that he has not been able to interpret tEem. 
The extreme business man is not a thinking human, he 
is only an adding machine with his eyes on a ledger, or 
on the fluctuations of the Stock Exchange. To expect 
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intelligence from human beings who move in such narrow 
grooves is like expecting plums to grow on thistles. In 
the next chapter I intend to show how the instincts and 
interests of the Trader have permeated, pervaded, and 
^tiated our whole foreign and domestic policies. 



CHAPTEE V. 
HOW WE HAVE WARRED FOR TRADE. 

The East India Company received its charter on the 
last day of the year 1600, and on the 2nd of April, 1601, 
four ships sailed away on a memorable voyage. On the 
21st June they overtook and captured a Portugese ship 
bound from Lisbon to the East Indies, carrying 146 butts 
of wine, much oil, and other goods, " which was a great 
help to us in the whole voyage hereafter," the narrator 
naively relates. 

After a very trying and stormy passage to the Cape, 
they at length arrived at Aohin, but owing to the failure 
of the year's harvest, they were unable to obtain much 
store of goods and pepper. This caused the worthy 
commander, James Lancaster, some concern, " To save 
his own credit and the reputation of his country; 
considering what a foul blot it would be to them all in 
regard to the nations about us, seeing there were enough 
merchandise to be bought in the Indies, yet he should be 
likely to return home with empty ships." Providence, 
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however, favoured them. Sailing by the Straits of 
Malacca, they encountered a Portugese ship of 1900 tons, 
and, as told in the journals of the voyage, "Within five 
or six dales we had unladen her of 950 packets of 
calicoes and pintados, besides many packets of merchan- 
dise. The general was very glad of this good hap, and 
very thankful to God for it; and, as he told me, he was 
much bound to God that had eased him of a very heavy 
care, and that he could not be thankful enough to him 
for this blessing given him. For saith he, ' He hath not 
only supplied my necessities to lade these ship I have, 
but hath given me as much as will lade as many more 
shippes as I have, if I had them to lade.' " Next they 
proceeded to Bantam, in Java, where the narrator 
quaintly observes : " We traded here very peaceably, 
although the Javians be reconed among the greatest 
pickers and thieves in the world." Thus the first voyage 
of the East India Company was eminently successful, 
and others followed. The third and fqurth brought a 
net profit of 234 per cent. By the year 1609, when the 
charter was renewed by James I., ' the company was 
granted the right of alienating an^ holding land, con- 
cessions which inspired so much confidence that for the 
next voyage a sum of £82,000 was subscribed. In 1615 
the Portugese made a final effort to drive o£E the English 
from their trading grounds at Goa. In a letter to their 
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king, they describe the English as "thieves, disturbers 
of states, and a people not to be permitted in a Common- 
wealth." Portugal by this time was in a state of decay, 
corruption having taken the place of faithful dealing. 
Tyne, the Portugese historian, wrote : " Perfidy presided 
over all compacts and negotiations, . . . conversions to 
Christianity serving as a transparent veil to covetous- 
ness.'' India had been won with much truth, fidelity, 
valour, and perseverance, and it was lost through the 
absence of these virtues. If James Lancaster was a 
typical sample of the British trader that displaced the 
Portugese, we must admit that he had valour and perse- 
verence, and much humility, even though we cannot 
distinguish between his " good fortune " and high-handed 
piracy. 

In 1621 the Eastern trade created an intense 
controversy. Many men held that " it were a happier 
thing for Christendoin had the way to the East Indies by 
the Cape of Good Hope never been found out." In much 
of what follows I may put. forth a somewhat similar plea, 
although I hardly ei^ectmy opponents will advance the 
same argument as'Thomas Nun did when he wrote : " By 
reason of the discovery qf the route to India by the 
Cape, the kingdom is pftrged of desperate and unruly 
people, who, kept in awe by the good discipline at sea, 
do often change their former course of life, and so 
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advance their fortunes." Tke country was being well 
purged at this time of its unruly spirits, for the year 
before Nun's pamphlet was written the strong-willed, 
honest, dour (to use a good Scotch word) body of men 
known as the Pilgrim Fathers had sailed in the 
" Mayflower " to seek for religious freedom away from 
the intolerance of the Stewart kings. The histories of 
India and America, possibly in consequence, are full of 
strange contrasts. The dealings of the East India Com- 
pany with the natives of India could hardly be expected 
to be characterised by the same motives and ideals which 
guided William Penn in founding the State of Pennsyl- 
vania. India, with its great area and its teeming 
population, was surely large enough to provide a market 
for the few Portugese, Dutch, French, and English 
traders who found their way there. But the haste to be 
rich made these traders fall upon one another wherever 
their paths crossed. A mere handful of Europeans, 
mostly professing Christianity in some shape or form, 
might have been expected to have sufficient common- 
sense to make a mutual effort against the uncivilised, 
fanatical, fighting tribesmen, and even to have 
endeavoured to ameliorate the lot and condition of the 
natives. This, however, the Europeans did not do. 

Wherever we met the Portugese we fought them, and 
they went under. Next came the Dutch. They were 
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masters of the sea, and their trade with India was very 
profitable. Therefore, war with Holland was engineered, 
and never ceased until we became the victors and 
practically ousted the Dutch from India. France was 
our next opponent, and the civilising process was 
repeated. Apparently, there was no room for any traders 
in India but our own. 

Our wars were not fought for high ideals. The East 
India Company wanted dividends by any and every 
method possible. The record of Clive is the record of 
one who feared neither God, man, nor devil. We admire 
him to-day, because at heart we are pagan and revere 
courage and fearlessness more than all the Christian 
virtues. Then, take the case of Warren Hastings, who 
pressed by the inexorable demands of the Trading 
Companies for a large return on their capital, found 
himself compelled to make war upon war, following up 
his successes by the infliction of crippling indemnities 
on the defeated races on whom he had forced his 
quarrels. After building up an Empire, he returned 
home, only to be tried for the misdeeds he had committed 
in his too great zeal for his Company's interest. Here 
is presented to us the pathetic picture of a nation in 
which two opposing beliefs exist side by side. Truly, 
" Ye cannot serve God and Mammon." Picture 
Warren Hastings returning home as a hero, later tried 
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as a cruel and mercenary despot, equalling, if not 
exceeding, in duplicity those native princes lie had 
dispossessed! It is the old conflict of the spirit of 
Paganism with the barely rooted spirit of Christianity. 
Warren Hastings trial lasted eight years, and in the end 
he was acquitted. To condemn the thief while 
harbouring the intention to retain the goods was 
possibly a rather stifEer dose of hypocrisy than even the 
British people were prepared to accept. 

When Hastings left India our sway was practically 
unchallenged. In war he had defeated the natives times 
without number; in bargaining we could safely be left 
to take everything they could possibly do without. In 
the early years of the nineteenth century we were busy 
reaping the Indian harvest, varied periodically by bouts 
of breaking new ground. I wonder if the harvest has 
paid or ever will pay for the tillage? Certain it is that 
trading such as was carried on in Hastings' time did 
not pay. The Company constantly had difi&culty in 
declaring a dividend, hence the heartless despoiling of 
the Begum of Baroda and of other wealthy potentates 
which was shamelessly resorted to. 

Competitive trade curses all it touches. Indian metal 

work, brass repousse, and damascene might have excited 

our envy and our wonder, but it interfered with the 

tawdry imitations of the Birmingham trader, con- 
H 
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sequently restrictions were imposed and the Indian 
craftsmen ruined. 

After Warren Hastings, comparative peace reigned 
in India, until the outbreak of the Mutiny, an historic 
episode, where once again the valour and heroism of the 
British soldier showed at its best and many glorious 
names were added to Britain's roll of fame. Its 
settlement saw the close of the East India Company's 
rule. Up to this time India was run for profit openly. 
No lofty idealism guided or swayed the actions of the 
Company. Since the Mutiny, India has had a succession 
of Governors, many of them men of noble aim and high 
achievement, but probably none more deservedly 
esteemed than " Clemency " Canning, who refused 
throughout to treat the natives with unnecessary severity. 

At the time of the Mutiny we had been trading in 
India for a century and a half. We had stolen a 
continent with over 200,000,000 inhabitants. We had 
for a hundred years been reaping the benefits of inven- 
tions which had revolutionised industry, yet during this 
very period the workers of this country had been passing 
through the very worst epoch experienced in the whole 
of British history. 

Mrs. Browning's poem, " Do you hear the children 
weeping, O my brothers," was written at this time. It 
is not at all surprising that people who were unable to 
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see cruelty and suffering in their own land should fail 
to have much compassion for the suffering millions in 
a nation some thousands of miles away. 

The entries against the East India Company are not 
complete. I have shown that the Company did not 
always succeed in making profits, even though it was not 
always debited with its own expenses. Against the 
East India Company we have to set, in addition to the 
expenses incurred in quelling the Mutiny, two wars in 
China ; wars which I can never think of without feeling 
ashamed that I belong to the nation which so unblushingly 
waged them. One war with Russia, the Crimean war, 
must also be included. We had fought Portugese, Dutch, 
and French, over India. It would have been a pity to 
let Russia escape. 

Prior to the nineteenth century, the landlords, 
who . naturally represented feudalism in its Norman 
aspects largely controlled our destinies. The 
landlords required healthy, robust labourers for agricul- 
tural work, therefore an efi&ciency wage had always been 
paid. In Adam Smith's time Britain was exporting corn, 
and the landlords were in favour of free trade while the 
manufacturers were against it. With the rapid 
development of power production, however, Britain 
became a grain importing country, so the landlords 
changed their tune, clamouring now for heavy import 
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duties on corn, while the manufacturers demanded free 
trade. This complete volte face on the part of both 
classes seems to indicate that personal interest was the 
dominating factor. In. the cotton mills dexterity of 
fingers was of more importance than muscular strength, 
hence the introduction of child labour and the 
consequent reduction in adult wages. For more than 
fifty years after the introduction of machinery the 
workers lived below " efficiency " level. The doctrine 
of " Laisser Faire " was simply held to mean that the 
State must not interfere with the right of the landlord 
or the manufacturer to strip the labourer bare ; to rack 
his limbs ; to deface and despoil his body. So efieotuaUy 
was this accomplished that Earl Shaftsbury described the 
little boy and girl factory workers as resembling the 
crooked letters of the alphabet. At this time the 
manufacturers were calling out for Free Trade, with 
considerable emphasis on the Free. In 1845 the corn 
laws were repealed with the support of the manufacturers 
despite the opposition of the landlords. In 1853 
Mr Gladstone became Chancellor of the Exchequer, and 
made a sweep which has been called " summary, entire, 
and absolute," of all duties on manufactures. Duties 
remained, however, or were imposed on many of the 
articles consumed by the workers. While this mockery 
of Free Trad© was being foisted on the people, we were 
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forcing Free Trade on China. China is an ancient 
empire with a civilisation long prior to our own and in 
many ways superior, but, naturally, like many who boast 
of a past, it objects to improvements in the present. Our 
own aristocracy act in the same manner. Now China, 
with its ancient lineage having some knowledge of our 
dealings with India and of the dealings of European 
nations among themselves, had come to the conclusion 
that Europeans were very quarrelsome people. In fact, 
they decided, and I believe rightly from the evidence 
before them, that we were nothing less than Barbarians. 
They assumed that we had nothing to teach them except 
in the arts of killing and robbing, and that therefore if 
would be in the national interest that we should not 
effect a settlement in China. Our history indicated that, 
like the cat, wherever we could get our whiskers through, 
we could squeeze the rest of our body. To prevent the 
whiskers entering, China placed every conceivable 
difficulty and indignity in the way of the European 
trader. At the beginning of the nineteenth century trade 
could only be conducted at certain ports and under 
humiliating conditions. The captains of the trading 
ships belonging to the East India Company were 
instructed to submit to these indignities, for the trade 
was immensely profitable. Finding, however, that 
reasonable precautions to prevent the trader entering 
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their markets did not sufGLce, the Chinese authorities 
endeavoured to place still further obstacles in our way. 
With the restrictions the trade was reasonably profitable, 
without the restrictions the profits would have been 
sufi&cient to satisfy " the dreams of avarice." The 
restrictions imposed by China allowed part of the profits 
to be diverted to the pockets of the mandarins and other 
Chinese officials, these, consequently, from the stand- 
point of the Company, were iniquitous. Just about this 
time the Chinese authorities were becoming seriously 
perturbed at the hold and effect that opium was having 
on a rapidly increasing proportion of the people, and 
they made some fatuous endeavours to prohibit its 
import. The ways of the heathen Chinese may be 
peculiar; their methods for stopping the import of the 
drug were certainly useless. The traders complained 
bitterly that they could not get their petitions attended 
to, and the British Ambassadors received little or no 
recognition from the " Son of Heaven." Looking at the 
matter from an impartial standpoint at this distance of 
time, it is not to be wondered at. The captains of the 
trading vessels were badly paid by the East India 
Company, and they had to sufier indignities at the hands 
of the Chinese ; therefore, it was natural that the service 
did not attract the best men, more especially as part of 
their business consisted in shipping the opium of India 
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into the prohibited ports of China. I have a strong 
fellow-feeling with the Chinese in this matter. Com- 
pelled, eventually, to take strong measures, one of the 
Chinese rulers prohibited, absolutely, the entrance of 
opium, and decided that unless all the captains agreed 
to refrain from importing the objectionable drug, they 
would be prohibited from trading in China altogether. 
Prior to this, the traders had always been able, to obtain 
terms by threatening to stop trading in general 
goods, but the sincerity of this Chinese governor was 
undoubted. The British Consul in China at this time 
was a man of some humanity, and he agreed to support 
the Chinese governor in his determination to suppress 
the opium traffic, and made regulations accordingly. 
Then, for the first time in our dealings with China, a 
British representative was invited to have an audience 
with the Governor. Petitions which, formerly, never 
reached their destination, were now received and dealt 
with. Human nature, whether it be white, black, or 
yellow, I believe, always responds in the same way to 
open dealing. Prom this generalisation the business 
man and the politician may have to be excluded. In 
them ordinary human feelings have become atrophied. 
Short shrift, indeed, was accorded to the good intentions 
of the British resident. The opium trade was much too 
profitable to the Indian merchants to be stopped on 
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humanitarian grounds, so the sympathetic British 
representative was quickly superseded. The Chinese 
governor was not prepared to give way, consequently the 
Chinese War of 1840 took place. Why the British 
Parliament should have concerned itself in this matter 
can be explained when we consider that Parliament at 
this time was practically a " thieves' kitchen." The 
pecuniary profits went to the Indian merchants, the 
fighting costs and losses were saddled^ upon the general 
taxpayer. To defeat the pacific Chinese was an easy task 
for seasoned British troops, and Commissioner Lin's 
successor sought to purchase peace by the cession of 
Hong Kong, and the payment of an indemnity of 
6,000,000 dollars. This convention was, however, 
repudiated by the Peking Government, and it was not 
until Canton, Amoy, Ning-po, Chapoo, Shanghai, and 
Chen-Keang Foo had been taken by our troops, that the 
Emperor consented to come to terms. " These, as was 
only just, were now far more onerous," thus says the 
writer of a book published in 1887 by the Society for 
promoting Christian knowledge. The cession of Hong 
Kong, the opening of four ports to foreign trade — ^Amoy, 
Fuh-chow-foo, Ning-po, and Shanghai — and an indemnity 
of 20,000,000 dollars, was the penalty imposed. And 
Warren Hastings had been tried about fifty years before 
for acting in a similar fashion ! One might have 
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expected the national conscience to have been aroused, 
but in 1857, reading from the same source, " the Imperial 
authorities (Chinese) had, by their stupidity, raised 
another enemy against themselves." The outrage on the 
English flag, perpetrated on board the " Lorcha Arrow " 
at Canton in 1857, having been left unredressed by the 
mandarins, led to the proclamation of war by Britain. 
When it is remembered that the " Lorcha Arrow " was a 
junk carrying opium into China, which opium the 
Chinese authorities threw into the sea, and that the 
" Lorcha Arrow " was found, on investigation, not to be 
a British vessel at all, it is a little difi&cult to under- 
stand what there was to redress. However, after killing 
a large number of Chinese, we imposed an indemnity of 
8,000,000 taels, and forced the opening of ports at 
Newchang, Chefoo, Kiu kiang. Chin kiang, Nankow, 
Pakoi, and Tai wan in Formosa, and a port in the Island 
of Hainau. This happened half a century ago — not in 
the middle ages. It will be noticed how completely 
Normanised Christianity has become, when a Society for 
promoting Christian knowledge blames the nation we 
have greviously wronged for the sins of our committing. 
Over all the shame and suffering of the Crimean War, 
also waged for the sake of our Indian merchant princes, 
let us draw a veil. If we could come to an agreement 
with Russia in 1906, we could surely, had we tried, have 
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come to an agreement in 1854 ; but our policy then, as 
now, was in the hands of landed gentry and business men. 
" Put not your trust in merchant princes " should be 
written in large letters in every school-room. 

After the Indian Mutiny, Britain was at comparative 
peace for some years, with the exception of one or two 
minor frontier wars, again for the protection of our 
interests in India from Russia. In the next decade, the 
Continental nations were fighting amongst themselves. 
Machinery had developed to such an extent that more 
goods were being produced than the workers with their 
starvation wages were able to absorb. The wealthy 
classes, although surfeited with consumable goods, were 
still seeking to extend their power. The passing of the 
Factory Acts, the Chartist agitation, and the growth of 
the trades union movement warned them that the limit 
to which British labour could be exploited was rapidly 
being reached. Abroad, the Turks had still a very 
expeditious way of handling peasants and others whose 
wealth they coveted. In Egypt, Ismail Fasha was 
seeking credit to an unlimited extent, and promising an 
exorbitant rate of interest. It is, therefore, no wonder 
that the wealth of the West turned Eastwards, assuming 
that the Scriptural injunction, " Put not thy money out 
to usury," was intended only for the Jew. British 
capital was drawn towards Turkey and Egypt just as 
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surely as iron is drawn by a magnet or the wayward motli 
by a light. When, in 1876, the world was shocked with 
tales of Turkish cruelty, and Gladstone was inveighing 
against the Bulgarian atrocities, Russia entered the 
arena and showed signs of beating the Turk. The Jew 
abiding with us rose in defence of the Turk, and 
succeeded in spite of all the fiery rhetoric of the greater 
Statesman. Strange it is that the entry of Disraeli into 
power coincides in time almost exactly with the shifting 
of the mainspring of war from Trade to Finance. Before 
1860 we annexed new territory, largely for'purposes of 
trade ; after 1860, in place of taking more territory, 
though we did not quite relinquish this when opportunity 
offered, British financiers began to invest portions of 
their surplus capital in foreign markets. By 1875 
Turkey and Egypt had received a share. Disraeli, the 
financiers' friend, therefore, defended the Turk, and 
played successfully our interests in India as the winning 
card. Then, by a piece of trickery, worthy of a show- 
man, he and the then Lord Salisbury returned from 
Berlin proclaiming they had secured " Peace with 
honour," although peace had been arranged beforehand 
by a mercenary deal with Russia. 

Our next trouble was with the Zulus, and, later, with 
the Boers. The latter war originated through the 
misguided zeal of a patriotic, but possibly somewhat 
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unscrupulous ambassador, viz., Sir Bartle Frere. The 
over-ardent patriots of one generation bring the blush 
of shame to the historians of the next. The better 
sentiments of a Gladstone made him desist from an 
enterprise which his conscience could not justify. 
Statesmen, however, are but puppets in hands of astuter 
men, and even Gladstone, democrat as he was becoming, 
a few years later turned British guns upon the Egyptian 
people when they revolted against the worst Pa,sha they 
had ever experienced. It may be flattering to 
ourselves to compare our rule in Egypt with that of 
Ismail Pasha. Have we the honesty to compare the 
conditions of the Egyptian fellahin to-day with their 
conditions under Mahomet Ali, making due allowances 
for the lapse of time. We blocked the Egyptian's 
advance to better conditions under a government of his 
own creating. Once more British blood was spent for 
the benefit of Jewish financiers in Britain, France, and 
the Levant. Some of the bonds were held at 
unconscionable rates of interest — e.g., floating loans were 
charged 25 per cent. — and although the Egyptian 
National Debt was rated at £68,000,000, only £44,000,000 
had actually been received. From this period on to 
1896 comparative peace reigned, and by reason of this, 
because of inventions, because our capital was 
not readily finding new outlets, and because our oversea 
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trade was more or less at a standstill, the rate of interest 
continued to fall, and the workers to benefit enormously. 
But the steady fall in the rate of interest, caused partly 
through the fright the financiers had received by the 
failures in South America, kept urging the financiers to 
find new outlets for their capital; so, in 1896, the ill- 
fated Jamieson raid took place. In place of our 
Statesmen seeing the benefit of rising Consols, the might 
of Britain was launched, in 1899, against a handful of 
Boer farmers, and there followed one more war, of which 
most just men now feel heartily ashamed. This war 
served two purposes : It destroyed 300 millions of 
capital, and so served to raise the rate of interest, and 
it secured, for a time, Chinese labour for the gold mines. 
In this connection, it is interesting to note that the 
output of gold has risen enormously since 1890, though 
what good it has done to humajiity would be hard to 
discover. It may have served to raise prices slightly, but 
this cannot be called an advantage. 

Our occupation of Egypt was only to be temporary, 
but, like many other assurances, this did not materialise. 
This brought us near to unpleasant relations with 
France, and, knowing we were in the wrong, we were 
inclined to negotiate, as Egypt was hardly worth a war 
with France. An opportunity presented itself. France, 
or rather French financiers, were interested in Morocco, 
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and so, between them and the British diplomats, who 
now apparently represent fairly accurately the views of 
British financiers, a secret compact was come to, by 
which British interests in Egypt were to be recognised, 
and, in return, the rights of France and Spain to certain 
spheres in Morocco were to be recognised by Britain. 
This was a flagrant violation of treaties, entered into, to 
maintain the integrity of the Moroccan kingdom. But 
other big financial reasons mq.de France anxious for a 
better understanding with us. France, like ourselves, 
had been investing largely outside its own borders, and 
had made large investments in Russia. After the defeat 
of Russia by Japan, in 1905, the Russion revolutionaries 
became very powerful, and there was every prospect of 
their being able to carry through a successful revolution. 
The French financiers feared the repudiation of the 
Russian loan by the revolutionaries, though the 
revolutionaries stated that if successful it would not 
be repudiated. The French financiers recognised that 
France, by itself, could not hope to defeat the revolu- 
tionaries if they succeeded in overthrowing the Tsardom, 
and, consequently, they desired a further understanding 
with Britain. The association between the financiers 
and our Statesmen at this time was very close. Lord 
Rosebery, a former prime minister, was married to a 
Rothschild. King Edward, also, was on friendly terms 
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with the Rothschilds, and what finance proposes the 
politicians and heads of State carry through. An Anglo- 
French Entente existed, so to this was added an Anglo- 
Russian understanding, ratified by King Edward 
meeting the Tsar on his yacht in the Baltic. Two 
members of Parliament opposed this at the time, viz., 
Keir Hardie and Arthur Ponsonby, thereby showing 
more foresight than that possessed by all the others. 
Prior to 1906, we had invested little in Russia; now, 
British capital began to flow in that direction. British 
foreign policy has always been supposed to be 
continuous, and in one sense this is true: It has 
continuously responded to the dictates of the financier. 
I was taught, in my youth, that Russia was the hereditary 
enemy, and yet, at the very time when Russia showed 
some signs of throwing off the despotism that was 
holding the people down, we stretched forth the hand 
of friendship to the despot himself . It is useless to look for 
extenuating circumstances. The democracies of Britain 
and Prance had no sjrmpathy with the Russian autocrat, 
but the financier had, and so the people were dragged into 
an alliance they despised, and were bound by treaties of 
which they did not even know the contents. This was 
all done at the bidding of a group of the most selfish and 
unscrupulous men in Europe. Included in our first 
agreements with Russia was one for the partition of 
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Persia into a Russian and a British sphere of influence. 
The fear of Russian aggression on India, for some 
peculiar reason, had now dropped out of sight. The 
Foreign Office alone, I suppose, will be able to explain 
this. Certainly, the geographical position of Russia in 
relation to India had in nowise changed during the 
period. 

In our arrangements with France over Morocco, and 
to a certain extent also in our dealings with Russia over 
Persia, Germany was not consulted until after the pacts 
were completed. Before 1900, Germany was not a 
serious competitor with France or Britain as an investor 
of capital in foreign lands ; its own borders being, in the 
main, wide enough for its surplus. But its position was 
changing. Its magnates, also, were beginning to cast 
covetous glances on distant spheres, where interest was 
high and risky, but not so risky when the sphere was 
uncivilised and the home army efficiently trained and 
well equipped. All the nations had been scrambling in 
China for concessions, and finding causes of quarrel 
sufficient to justify the taking of ports and the making cf 
demands for indemnities. The missionary can usefully 
precede the concessionaire ; the rifle follows the Bible 
in fairly regular sequence. When Germany learned that 
we were partitioning the world without her acquiescence ; 
that we were prepared to support a French Protectorate 
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over Morocco, thereby violating the treaty of Algeciras, 
she was naturally angry, but decided to bide her time, 
as she could not face Prance and Britain on sea. When, 
later on, she found that Russia was stretching over into 
Serbia, she decided that the time had come for action. 
If German capital was to be excluded from Morocco, 
and not have equal chances with British and Russian 
capital in Persia, she would at least see that her 
opportunities in the Balkans were not forestalled. 
German financiers are of the same type as British or 
French — they are without conscience, and without 
humanity. Many of them, like our own, are of Jewish 
descent. War raises the rate of interest, and, in the end, 
the workers pay the price. German politicians and 
German militarists belong to the same class as the 
financiers, and, having a similar outlook, readily act to 
the latter's bidding. Accordingly, Germany took the 
plunge into war. 



CHAPTER VI. 

WHY WE HAVE WARRED FOR TRADE. 

I admit that I have been giving what may be 
considered to be a very one-sided account of our dealings 
in all parts of the world ; but for this I make no apology. 
I have given the side which is generally omitted or 
forgotten. 

To obtain a true perspective, I append here a table 
of Britain's wars during the last hundred years. In 
columns I give the name and year of each important 
war, the purpose of it — as given by historians afterwards, 
and roughly measured by the objects secured when we 
had been victorious. In this column the reader can fill 
in any high ideal or moral purpose he considers the 
particular war was undertaken for. I have been unable 
to find any moral motive to insert. Most unprejudiced 
historians would find the same difficulty. 

The ostensible objects for which people are urged to 
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go to war are largely lost sight of in the settlement ; but 
the concessions, trade stations, protectorates, etc., are 
never lost sight of. Looking at this table, one wonders 
if the Nation is inherently wicked, or only persistently 
foolish ! The physicist recognises that an inert mass is 
only moved by some external force acting upon it ; and 
so, when we find the mass of a nation, which in the main 
is inert, being moved in any given direction, it is natural 
to look for the external force which causes the motion. 

Without wishing to dogmatise on the point, and con- 
fessing that I have not carefully examined all the 
influences at work, I suggest what appears to me to be 
the predominating factors, which, acting together in 
point of time, converge to the making of war or prevent- 
ing it. Judging by the frequency with which trade 
concessions and annexations occur in the list, it is 
evident that commercial and financial considerations 
play a very prominent part. Against this has to be 
urged that, in a democracy such as ours, the people are 
not, as a whole, readily swayed by financial interests, 
which, at the best, can hardly immediately benefit them. 
Yet we must admit that recent wars, entered into when 
a fairly broad franchise existed, have been quite as sordid 
as any that went before. A still broader franchise would 
not likely have altered the result. Even the extension 
of the franchise to women will not, in my opinion, make 
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appreciably for the keeping of the peace. Therefore, we 
must find a reason which will explain why a democracy 
has supported financial interests so consistently. 

To understand this, we must remember that the mass 
of the people do not read history except at school, where 
it is served up generally in very patriotic colours. 
Secondly, that instinctively, as conceit is a very large 
part of our nature, almost every Englishman believes 
that 

" It is greatly to his credit. 
Though he himself hath said it. 
That he is an Englishman." 

And though individually he has sufficient modesty to 
know that he does not himself possess all the virtues, 
he likes to persuade himself that the nation to which 
he belongs possesses them. 

It is easy— -nothing easier — to find flaws, bad govern- 
ment, cruelty, and injustices perpetrated by any and all 
the surrounding nations, and it is to be expected amongst 
the semi-civilized and uncivilized races and tribes of 
Africa. If we are to go to war to right all the injustices 
of the world, we shall never be at peace. So long as there 
are injustices at home ; so long as our own records are 
not clean, it savours largely of a grasping hypocrisy to 
enter on a holy crusade in some outlying part of the 
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world to instil justice into its practices, and finish by- 
annexing the territory. Charity should begin at home ; 
and justice is greater than charity. 

Look at the list of wars we have waged, and the ends 
we have secured, and think what would have been said 
or thought if Germany or Russia had been guilty of any 
one of them. I do not say they havfe not taken part in 
wars as unjustifiable, but unless you consider an act 
which you would consider a crime if committed by 
Germany is equally a crime if committed by Britain you 
can hardly claim to be a fair-minded person. One may 
or many not count oneself a patriot, but it is patriots of 
this stamp that have made the writing of history painful 
to the truly patriotic historian. The man who says, 
" My country, right or wrong," has neither respect for 
himself nor his country. 

But, to return to the investigation of the forces making 
for war, the physicist would set out a diagram of forces 
for, and forces against. On such a diagram war becomes 
inevitable whenever the commercial and financial 
interests throw themselves on the same side. When these 
forces are united the Press will at once respond. The 
Clergy nowadays get more inspiration from the Daily 
Papers than from the New Testament, and so their 
influence is thrown in the same direction. The 
righteously indignant can readily be appealed to by the 
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Press, and the Clergy — a few atrocities committed in the 
furthest ends of the earth — always make to them a 
stronger appeal than the conditions in our slums, and 
as for the patriotically conceited — as this comprises the 
great unthinking mass, the men of short memories and 
little knowledge — why these will dance to whatever tune 
the Press will play, so long as it is flattering to their 
inherent vanity. Against these forces the resisting forces 
are small. A few level-headed public men with 
knowledge and principle, a very limited Press, a stray 
clergyman here and there, a few Christians with a 
stronger faith in the New Testament precepts than in 
the newspaper articles, mostly quakers, and a small but 
energetic group of anti-capitalistic belief which sees the 
capitalistic trail in most political movements j this 
represents the resisting forces to Capitalistic Wars, and 
they are so weak as to have been almost negligible 
against Capital and Commerce combined. So strong is 
the power of Finance that our greatest political Orator, 
with all his fiery rhetoric, failed to force retribution 
upon Turkey, even when he could command the support 
of the Righteously indignant. On this occasion Fiaance 
was on the side of peace, and commerce was more 
interested in safeguarding India than in protecting 
Bulgarians from Turkish cruelty. In this instance the 
Financiers had their interests in Turkey to consider. 
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Righteous indignation and patriotic conceit can be 
called into play, at any time, when it suits financial and- 
commercial interests, but at that particular time it did 
not suit. The Financial interests never sleep, but 
righteous indignation and patriotic conceit can be fanned 
or damped down at will. They are dormant forces of little 
driving power in themselves, but can be made powerful 
with a stronger driving force behind. Finance is that 
Force. Finance is only concerned with a high rate of 
interest, and when Capital is increasing, and few outlets 
for investment can be found, a war abroad appeals to the 
financier. A foreign war can always swallow up a few 
hundred million pounds, and even if it fails 
it raises the rate of interest, while if it succeeds some 
new territory or port or suzerainty can be claimed, 
and this opens up for a time an avenue for further 
investment. The South African War is a particularly 
glaring example of this predatory nature of Capital. To 
my mind, the recent conflagration in Europe was simply 
the final and logical conclusion of Government by 
business men with a narrow, selfish, and erroneous 
outlook. Your national prejudices may be such as to 
exonerate our own politicians from any blame, but if 
they are, you only shift it on to the financial and business 
leaders of Germany, Austria, Italy, France, and Russia. 
One may honestly believe that Germany was out for 
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World domination, but, if so, she was only following in 
our footsteps. I fully believe that the German politicians 
of this century accepted the same fallacies as our own, 
and in pursuance of these flung the nations of Europe 
at each other's throats. The economic losses resulting 
from such trading fallaciees are beginning to b© felt, but 
the fallacies themselves have not been uprooted. 

I here quote from Bernhardi : — 

" We cannot reject the possibility that a Stat« under 
the necessity of providing remunerative work for its 
population may be driven into War. If more valuable 
advantages than even now is the case had been at stake 
in Morroco, and had our Export trade been seriously 
menaced, Germany would hardly have conceded to 
Erance the most favourable position in the Morroco 
market without a struggle. England, doubtless, would 
not shrink from a war to the knife, just as she fought for 
the ownership of the South African Goldfields and 
diamond mines, if any attack threatened her Indian 
markets, the control of which is the foundation of her 
world Sovereignty." 

"The livelihood of our working classes directly depends 
on the maintenance and expansion of our Export Trade. 
It is a question of life and death for us to keep open our 
oversea commerce." Or take Kuehlmann's statement of 
Germany's aims in June, 1918. 
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GERMANY'S AIMS— JUNE, 1918. 

" About the duration of the war I do not venture to 
prophesy. Nobody in Germany strives after world 
domination or domination in Europe. What we desire, 
and what our Allies desire, is that within the frontiers 
which history has drawn for us we can live freely, 
strongly, and undisturbedly j that we shall have overseas 
possessions which correspond to our greatness, our 
wealth, and capability of organisation; that we shall 
have the possibility and the liberty to carry our 
commerce and our tra£S,o to all parts of the world. This 
in a few words is our aim, the realisation of which is an 
absolute necessity for the life of Germany." 

The representative Politicians in all countries voice 
exactly the same opinions, and they are aU giving voice to 
an opinion the veracity of which they have never 
examined. They have never tested it by the acid test of 
National measurement. Had they done so it would 
have crumbled to powder and disappeared. 

I have examined at considerable length our trading 
with India, and I am unable to perceive that the gain 
has ever equalled our loss. I admit that a few Anglo- 
Indian Princes have made fortunes, and a few capitalists 
and merchants at home have done exceedingly well. 
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but what of the people of Britain and the people of India? 
They have lived miserably and died miserably. I think 
it highly improbable that India has ever added *o our 
national well-being. Certain it is that Britain passed 
through the worst period of its history during its rapid 
industrial development, the period when India was being 
most rapfdly exploited. Had we spent neither time nor 
money, nor men's lives, in taking, or defending, or 
exploiting this huge Empire ; had all the enterprise and 
initiative which we have expended upon it been con- 
centrated definitely upon increasing and improving the 
well-being of our own people, does anyone think we would 
have had so little to show for it to-day? In studying the 
history of India one cannot help admiring the sterling 
qualities, the daring, the solidarity and pluck which 
enabled a mere handful of Britons to face overwhelming 
odds — indomitable fighters no doubt we are ; Pagans of 
the Viking strain, possessed both with the clan feeling 
of solidarity and the dourness of the Teuton, we have 
passed through many a fight, but in most cases for what 
purpose? Had all the nobility, all the long-endured 
suffering, been displayed or borne for some noble aim — 
some great unselfish purpose — what a proud record! 
What an inspiring example we should have placed before 
the nations 1 



CHAPTEE VII. 
DESIRABLE FISCAL CHANGES. 

I take it that, theoretically, we all favour Free Trade. 
I submit that we have a very hazy idea of what Free 
Trade means. In this chapter I wish to deal with the 
position of the Free Trade Liberal. I wish to show that 
he is a Protectionist ; and that the policy which I propose 
is much nearer Free Trade than his. 

I will not trouble you with the usual Tariff Reform 
arguments ; but, while I will show that I out-do Liberals 
in my demand for Free Trade, I hope also to show that 
I exceed Protectionists in my desire for Protection. 

All trade is exchange, and Free Trade is free exchange. 
Trade which requires an Army or Navy to force markets, 
or hold markets when forced, is rightly described as 
" Forced Trade." Trade which requires an Army or 
Navy to protect it is rightly described as " Protected 
Trade." Trade which is favoured or protected by tariffs 
is best described as " Tariffed Trade." Trade which 
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requires neither Army nor Navy protection is rightly 
described as " Free Trade." Trade which is saddled with 
the share of Army or Navy expenses incurred for its 
benefit is rightly described as " Fair Trade." 

Let us consider the case of a British merchant 
sending five bales of goods to five difEerent places, say 
— Aberdeen, Australia, South Africa, China, and 
Germany. 

The cost of the bale sent to Aberdeen consists of the 
cost of manufacture, plus the cost of carriage; and this 
bale is generally charged to the buyer at its true cost. 

The cost of the bale entering Australia is . the cost 
of manufacture, plus the cost of carriage, plus a propor- 
tion of the cost of the Naval Defence of that Colony. 
This is generally charged to the Australian buyer under 
its true cost. 

The cost of the bale entering South Africa is the cost 
of manufacture, plus carriage, plus Naval Defence, plus 
a proportion of the cost of the South African War, plus 
that proportion of the annual Army charges incurred 
through the necessity of defending our commercial 
interests in South Africa. 

The cost of goods entering China, in addition to carriage 

and Naval expenses, should include a portion of the 

cost of the trade wars which we have waged in China 

within recent years, and the increased Army charges 
K 
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which W6 incur in order to maintain the policy of the 
OPEN DOGE in that vast Empire. 

The cost of the bale entering Germany, in addition to 
freight, ought to bear a proportion of the Naval 
expenditure incurred in order to safeguard our Trade 
interests against German aggression. 

It is difficult to arrive at a true estimate of what the 
actual expenditure incurred for commercial reasons is. 

The purposes of the Army and Navy are : First, 
Home Defence; second. Defending and forcing over- 
sea markets ; third. Giving security to over-sea invest- 
ments; fourth. Protecting our over-sea food supplies. 
The cost of Home Defence, relatively to the total 
expenditure, is small. 

The consideration of the wars undertaken during the 
last century has shown the tremendous influence 
that foreign investments and foreign trade have had on 
Britain's foreign policy. China, Egypt, the Soudan, 
and South Africa, are examples which will occur to 
everyone. The Soudan brought us face to face with the 
possibilities of a war with France. If we could get rid 
of all Trade interests, the dangers of war would be very 
considerably reduced. 

It may be argued that the Naval expenses are, in 
great part, kept up for the protection of our food 
supplies, and not for the purposes of forcing markets. 
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or protecting investments. If this is so, then wheat is, 
at the present time, a protected commodity. It is 
entering this country under its true cost. In fairness, 
a proportion of the Naval expenditure should be added 
to the cost of the wheat coming in. This would raise its 
price and benefit agriculture. It would, moreover, be 
Fair Trade. 

By indirect taxation, we compel the farmer to pay a 
proportion of the cost of the Navy which protects the 
Pood StuSs which enter Britain — and which cut him 
out in the home market. This is robbing Peter to pay 
Paul. 

Such a system of trade is best described as " Unfair 
Trade." Personally, I do not think we should protect 
wheat coming into this country at all. I think the 
exporting country should be left to protect its own 
trade. I am an out-and-out Pree Trader — a regular 
whole-hog Free Trader. 

I do not think that we should protect our Export 
Trade or our foreign or Colonial investments. I think 
we should leave the exporter and foreign investor to look 
after the protection of their own interests themselves — 
but so long as we do protect them, I maintain that 
justice and fairness demand that those specially 
benefitted by the Nation's expenditure should be forced 
to pay the Bill. 
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The only trade which the Free Trader is not in favour 
of is Free Trade and Fair Trade ; and yet when an 
election is approaching, out he comes — -as if he were 
Adam Smith himself redivivus. He heats on a big 
Free J'rade drum — calling up all the exporting 
fraternity — and the gullible democracy, which, seeing 
the title on the drum, do meekly fall in line. Yet he 
has read his Adam Smith most carefully. He has read 
there that taxes on corn will raise wages, while taxes 
on luxuries will not. So tea, coffee, and tobacco are 
chosen — in order that the cotton lords wiU not be faced 
with higher wages. 

All the selfishness that Adam Smith deplored in the 
policy of his time, is equally to the fore to-day. The 
indirect taxes, i.e., customs and excise, brought in over 
60 millions before the war — and this was termed Free 
Trade. Coffee is chosen for taxation in place of coal or 
corn — ^by the Liberal Free Trader — because it will be 
paid by the worker, while it cannot raise his wages. 
Corn is excluded, because it might presumably do so; 
, and the tax was taken off coal because it was hurting 
the exporter — and the Liberal Free Trader is prepared 
to harm anybody but him. 

Notice the pre-war policy — eight millions were 
wanted for the Navy to protect our trade against 
Germany's increasing commercial ambitions. Take 't 
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from tlie landlord — and the worker — said Lloyd George 
and his exporting backers — and the Budget was pro- 
claimed the greatest and most democratic Budget of 
modern times. 

Then up rose the Tariff Eeformers — and proclaimed 
an alternative policy. This party consists of land- 
owners and old-fashioned manufacturers who cannot 
keep pace with their German or American competitors, 
and they said : " Do not tax our land, but rather tax the 
people's food; so that the value of our land may rise, 
and we will have more to spend, and all will yet be well 
in Britain." And the backward manufacturer exclaimed : 
" Put a tax upon all foreign manufactures which come 
into this country — so that the price of these will rise, 
and we, too, will have more to spend, and all will yet be 
well in Britain — for the worker will have more work, 
don't you see? " And a considerable number of workers 
— somehow — seemed to think they saw that they 
were going to have more work, so they voted to the tune 
of 3 millions for this precious band of Tariff 
Reformers. 

But the sensible worker wants a policy under which 
he will have more to spend — and a little more time to 
spend it — and so he looks upon both these policies with- 
out any enthusiasm. 

Neither the Liberal Free Trader nor Conservative 
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Tariff Reformer have ever had any principle to guide 
them but undiluted selfishness. 

There is one principle of tp,xation which is sound, and 
which cannot be gainsaid. It is — that each individual 
should contribute to the expenses of the State in propor- 
tion as he receives services or benefits from the State. 

When a municipality supplies gas to a consumer, it 
adds up the total cost of supply, and charges each con- 
sumer a proportion of this cost, on the basis of this 
service — as measured by meter. 

No fairer system than this can possibly be devised. 
A similar principle should, therefore, be adopted in the 
case of^our Army and Navy services. 

These should be examined by a judicial 
authority, and that portion of the total cost 
found to be incurred for the purposes of protecting 
foreign and Colonial investments should be saddled 
upon the foreign and Colonial investor, and that 
portion incurred for the promotion of international and 
colonial trade should be chargeable against the exporter. 

The measure of the service to the individual exporter 
is the value of his exports, and these can be gauged with 
tolerable accuracy. 

The measure of the service to the over-sea investor 
might be roughly arrived at by taking, as a basis, the 
interest he receives on his over-sea investments. For the 
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sake of getting some rough approximation, let us assume 
that two-thirds of the Army and Navy charges are 
incurred for over-sea trade — and over-sea investments. 
This — taking our pre-war Army and Navy expenditure at 
seventy-five millions — amounts to fifty millions. 

A 10 per cent, tax upon our exports on the 1913 
figures of £525 million would give us £52.5 million. 
And a tax of 20 per cent, upon the interest from foreign 
investments would give us £24 million, assuming that 
£120 million per annum comes into the country, as 
interest, from over-sea sources. 

(I assume 20 per cent, upon foreign investments, as 
the first 10 per cent, would not be borne by the investor 
at all — but this I will return to and explain later.) 

A 10 per cent, tax on the 1913 figures would, there- 
fore, have raised the whole Army and Navy charges ; 
but as exports presumably would fall, we will assume 
that for a time at least the tax upon exports would 
approximate to 10 per cent. 

Following out the principle enunciated above, any 
reduction in our Army and Navy expenditure incurred 
for trade purposes, would be followed by a reduction in 
the export tax. 

The tax should be an equal ad valorem tax on all 
classes of goods. 

The tax diminishing with our expenditure upon 



142 CHANGE IN PRICES, WAGES, AND OUTPUT. 

militarism, would prove a powerful incentive to the 
exporter and foreign investor to favour a more peaceful 
foreign policy than they are presently inclined to 
pursue. 

An aggressive policy would lose much of its charm, 
and the democracy would not be so frequently misled by 
big financial interests seeking their own ends. Social 
reform would, therefore, have some chance of being 
proceeded with. 

The first result of the tax, therefore, would be to lead 
us gradually towards a policy of peace — to lead us 
steadily to reduce our armaments, and to foster friendly 
relations with all the neighbouring powers. 

It is a policy which should appeal to every Christian 
man and woman — it makes for " Peace and Goodwill 
among men." 

The export tax has principle behind it. I have 
shown that it raises no artificial barrier to trade — 
but removes a preference. And I have shown that it 
makes for peace. 

In what follows, I will show that a tax upon 
exports : 

(1) Will improve the physical vigour of the nation. 

(2) Will reduce the risks of invasion, and strengthen 
our position in the case of war. 

(3) Will move the commercial pre-eminence of 
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Britain from a position of unstable equilibrium to a 
position of stable equilibrium. 

(4) Will prevent capital and the capitalist leaving the 
country. 

(5) Will do all this without raising the cost of living 
to the worker, while it will, most probably, increase both 
wages and employment. 

(6) Will not hurt the exporter half as much as he 
thinks. 

Later, I will deal with some Protectionist and Liberal 
Free Trade fallacies. I will show that a tax upon 
exports will save us many millions per annum. 

I will show that we would buy in a cheaper market 
than we presently do under Free Trade, and that the 
foreigner will pay a portion of the new taxes. 

I will show that we would have imposed a retaliatory 
duty against which no reprisals could be taken — while 
tariff walls would likely be reduced in consequence 
thereof ; that all distinctions between raw material and 
finished articles are unnecessary ; that corruption is 
improbable, and that Colonial preferences are ruinous. 

In fact, that all the benefits of Protection are secured 
— with none of the disadvantages. I think I can make 
all my contentions good. 

I shall now proceed to show how it would affect our 
export trade. 
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The justice and ethical advantages of a tax upon 
exports may he admitted, hut I may he told (and have 
heen told) that the tax is too ahsurd to be entertained. 
Free Trader and Protectionist alike have told me so. 
They say: "Your tax upon exports will kill our export 
trade." Good ! So be it 1 If it kills our export trade, 
then that only means that our export trade when 
weighted with its true costs is less profitable than an 
equal trade in the home market. Now, the Free Trader 
contends that we trade with foreign countries because 
it is more profitable than trading in the home market. 
Therefore, he cannot object if that trade is stopped, 
which is presently undertaken owing to the Nation pay- 
ing a portion of the exporter's costs. Now, then — as to 
the Protectionist I When he says a tax upon exports 
will kill the export trade, I answer : " In so far as it 
reduces our export trade, it will reduce our import 
trade, because all trade is exchange ; and I understand 
you wish to be protected against imports. Further, the 
tax upon imports, which you favour, would reduce our 
exports just as much as a tax upon exports would — all 
trade being exchange." 

Let us consider in some detail our over-sea trade in 
relation to our home trade. The annual product of 
Labour and Capital amounted to about 1800 million 
pounds in 1906, and of this about 500 millions came to 
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US from across the sea. In exohange for this we sent 
roughly 350 million pounds' worth of goods across the 
sea, leaving us with an excess of roughly 150 million 
pounds' worth of goods. But this 150 million pounds' 
, worth of goods is not a present which the foreigner 
sends us every year. It represents interest upon oversea 
investments, and payment to our shipowners for services 
rendered. The interest upon foreign investments would 
continue to come in, although we did not export any 
goods whatsoever; but the shipping freights would fall 
considerably with a decrease of exports and imports. 
This much I freely admit, as I have no desire to hide 
weaknesses in my case; my desire only being to get at 
the true effect of my proposals. I will have a remark or 
two to make upon shipping later. 

To form a sound judgment, we must go into our trade 
statistics very fully; and for this purpose I have set 
down, in tabular form, some figures of British trade for 
1908, as given in the " Free Trader " for 15th January, 
1910. I have deducted re-exports from the import 
tables. The first table comprises a list of similar articles 
which we are exjiorting and importing. Here one 
manufacturer is exporting, while a merchant, who may 
be in the same town, is importing articles of a similar 
nature from abroad. 

The list is made up as follows : — 
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IMPORTS EXPORTS 

for 1908 for 

less re-exporte 1908. 

(rough figures). Million 

Million £. £. 


Glass and Earthenware 


£3.5 


£3.7 


Electrical Goods 


1.1 


1.9 


Cutlery, Hardware, etc. 


3.1 


5.5 


Wood & Timber Manufacturers 


1.7 


1.4 


Paper 


5.6 


2.3 


Apparel 


3.5 


8.8 


Chemicals 


8.4 


16.3 


Leather Manufactures 


9.8 


3.8 


Hides, Undressed Skins 


4.4 


2.5 


Metal Manufactures other than 






Steel 


18.5 


8.8 


Textile Goods other than Wool 






and Cloth 


14.9 


12.4 


Miscellaneous 


22.6 


29.6 


Unclassified 


2.1 


5.8 



£99.2 £102.8 
It is quite evident that if the foreign manufacturer can 
compete in our market, a tax of anything approaching 
10 per cent, will cut oflE our exports in those trades 
practically completely. Well! What will follow? The 
exporting manufacturer will turn to the home market, 
which is presently taking foreign goods. He will have 
no difficulty in capturing this home market, for the tax 
upon exports has all the force of a tax upon imports. It 
is, in fact, a protective tarifE in favour of the home 
producer. 
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For the benefit of those who are not used to economics, 
I will try to make this point quite clear. 

Suppose a Glasgow merchant is buying German 
glass, because it is slightly cheaper (though probably 
inferior) to glass manufactured in Glasgow. He can no 
longer continue to do so, because when he comes to pay 
for his German glass, he finds there is a 10 per 
cent, tax upon any export of cash. If he endeavours 
to pay in goods, he finds there is a 10 per cent, tax 
on the export of goods ; and if he endeavours to pay by 
cheque — as the paper has eventually to be honoured by 
cash or goods, he will find the bank informing him of a 
deduction for tax. If he endeavours to smuggle his 
cash out of the country, as might presumably happen 
for a short time, this process will soon stop ; as owing to 
the reduction of currency in the country, the relation of 
goods to coin will alter, and coin will become the least 
profitable article of all to send out. 

The price will not be raised to the consumer in this 
series of articles, for the quantity of goods seeking a 
market is practically the same. The exporter, finding 
the foreign market shut off, has to turn to the home 
market. The net result of this £100 million of 
exports will simply be a little re-adjustment of produc- 
tion to suit the home market — but little or no dislocation 
of employment. 
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We will turn now to another set of figures, and see 
what they have to tell us. In Table II. I have set down 
a series of articles which we export in large quantities. 

TABLE II. 

Exports for 1908. 

Coal £41,600,000 

Cotton Yarn and Fabrics 95,000,000 
Wool Yarn and Fabrics 28,400,000 

Wool, Raw 4,200,000 

Iron and Steel Manu- 
factures thereof ... 37,400,000 

Machinery 31,000,000 

Ships 10,600,000 



£248,200,000 



Table II. consists of material which we are evidently 
in a very favourable position to produce. 

I have already shown how we might reasonably expect 
to stop both the exports and imports enumerated in 
Table I. ; and now, for the benefit of my opponents, I 
will go further, and assume that the first effects of our 
export tax would be to stop the whole of the exports 
noted in Table II. What then would follow? 

Evidently, as we have reduced our exports by 
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£248 million, our imports must fall by an equal 
amount, as we pay for our imports by goods or 
by cash. Assuming that we have killed our 
export of goods, it is evident that if we continue to 
import, we must pay for our imports in cash. But we 
cannot get the cash out of the country without paying a 
tax upon it ; hence if we must get the import in, we will 
have to pay the tax. Thus, 100 shillings worth of 
wheat will cost us 110s. when a 10 per cent, tax is in 
operation : 100s. for the wheat, and 10s. for the tax upon 
goods, or bullion, sent out in exchange. Home grown 
wheat will, in consequence, rise correspondingly in price. 
The quantity of currency in the country is too small 
to permit any serious payment in this medium to take 
place, but if it did, before the end of the second year we 
would have little coin left in the country. What would 
happen in practice is this: as soon as a very little gold 
had left the country, a re-adjustment of values would 
take place, and we would again exchange goods for 
goods. Gold would have gone up in value relatively, 
and the sovereign would now be able to purchase more 
of everything except imported goods. Hence we would 
not export gold in exchange for wheat or timber; we 
would begin again to send coal and cotton. Exports 
would, however, be less favourably placed, and some 
considerable reduction would eventually take place. 
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An equal reduction in imports would follow. This 
reduction would naturally take place in those articles 
wluch, next to the articles enumerated in Table I., we 
are able to produce for the home market on nearly equal 
terms with our foreign competitors, and in such raw 
materials as are imported only for our export trade. This 
list comprises the series of articles given in Tables III. 
and IV. 

TABLE III. 
Raw Material — Imports, 1908. 

Cotton £47,600,000 

Wool 17,700,000 



£65,300,000 



Manufactures — 

Cotton Yarns and Fabrics £7,600,000 

Wool Yarns and Fabrics 8,400,000 

Iron and Steel and Manu- 
factures thereof ... 7,300,000 

Machinery 3,400,000 



£26,700,000 



It is evident that the first effect of a reduction of our 
cotton exports would be to reduce our imports of raw 
cotton, and so also with wool. The protective effects of 
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the export tax would also practically annihilate the 26 
million pounds' worth of manufactures — for as we are 
large exporters in all these goods, it is evident the home 
manufacturer can easily capture the home trade if his 
attention is turned to it. 

If the reduction in our exports were so serious as to 
effect our imports still further, the articles which would 
likely suffer reduction are contained in Table IV. 

TABLE IV. Imports for 1908. 

Grain and Plour ... £61,000,000 

Animals (alive) 6,700,000 

Beef, Mutton, etc. ... 23,000,000 

Pork, Bacon, Hams ... 18,700,000 
Butter and Margarine ... 26,100,000 

Cheese 6,700,000 

Milk Condensed ... 1,600,000 

Poultry and Eggs ... 8,100,000 

Wood and Timber ... 23,700,000 
Fish (fresh and salted)... 3,200,000 
Onions, Potatoes, Tomatoes, 

Hops 7,800,000 



£186,600,000 



Table V. — given below — enumerates the series of 
L 
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articles which would certainly be the last to suffer, as it 
comprises raw material and tropical and sub-tropical 
food stuffs, which we are not in a position to produce 
ourselves. 

TABLE V. Imrports for 1908. 

Maize £10,000,000 

Food and Drink— Dutiable 48,200,000 

Tobacco 5,100,000 

Fruit ... 10,400,000 

Metals, Copper, Zinc, etc. 18,500,000 
Iron and Other Ores ... 13,800,000 
Flax, Jute, Hemp, Silk... 10,000,000 
Oils, Nuts, Seeds ... 24,000,000 



£140,000,000 
At the very worst, therefore, what we might expect to 
find is this — that we would cease to exchange coal, 
cotton, and machinery, etc., for grain, butter, cheese, 
and eggs, and begin to produce these at home. 

The articles in Table V. would continue to come in 
after all our exports had ceased, for, in 1908, we had 
a balance of fully £150 million coming into Britain in 
payment of interest on foreign and colonial loans and 
shipping charges. 

The items in the above tables practically comprise all 
our imports and exports. 
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The actual effect of an export tax will be to improve 
the position of the home producer in all the articles 
enumerated in this Table IV., while depressing the 
position of the producer in the series of articles 
enumerated in Table II. 

But this is exactly what fair play in taxation demands. 
It is simply the reasonable result following upon 
saddling the exporter with the expenses of his trade, and 
relieving the home producer of a burden he was not 
entitled to bear. The exports, however, will not be 
affected in anything like the wholesale manner we have 
anticipated. Experience tells us this. 

Before India became a part of the British Empire, the 
cost of increasing and extending, usurping and defending 
markets there was borne entirely by the British East 
India Company. The cost of expeditions and defensive 
measures was added to the goods before exchange, and 
thus the British or Indian consumer paid for their wars 
in the price of their goods ; and the principle underlying 
this is all I am advocating. Now this did not prevent 
our trading with India, or India with us. It was sound 
commercial policy in the Company's case — and would be 
so, still, in our own case. 

We have also historical evidence to prove that export 
taxes, when imposed by Parliament, do not kill industry 
so readily as might be assumed. About the end of the 
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seventeenth century, an Episcopalian Irish Parliament 
placed an export tax upon woollens, with the express 
purpose of ruining the Irish Catholic manufacturers. 
Prom what we have seen ahout the adjustment of values, 
it is natural to suppose that they failed in their purpose. 
Prohibition had finally to be resorted to, to accomplish 
the nefarious purpose of those commercially-minded 
bigots. 

The re-imposition of the coal tax in recent years is 
the latest evidence we have to guide us as to the effect 
of an export tax; and as it was a tax rather over than 
under 10 per cent., it may serve as a fair indication of 
the probable effects. Under the tax, the exportation of 
coal did not cease — it actually increased. Now, coal 
represents a series of articles in which we hold a partial 
monopoly; and wherever we have this, no serious 
decrease in our exports can be expected. I will deal 
with the question of who pays the tax later. 

Cotton, the next item to coal in Table II., is in a 
somewhat similar position — at least in so far as certain 
of the finer makes are concerned. Owing to certain 
favourable climatic conditions which Lancashire 
possesses, the export of these qualities will not likely 
be seriously affected ; but in the coarser yarns we might 
a priori expect a serious decline. 

There are, however, some very pregnant reasons why 
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this decline would not immediately affect us. In the 
first place — there is a certain world demand for cotton, 
and in the event of British mills ceasing to export, the 
price in the world's market would rise. Apart from 
Britain, there are not sufficient looms or spindles in the 
world to meet the world's demand ; and the immediate 
result, therefore, would be that a portion at least of the 
export tax upon cotton would be paid by the foreign 
consumer. Later, as new mills started up in South 
Carolina, India, Japan (stimulated by increased prices) 
our output would possibly decline. For a considerable 
time, however, we would have the advantages of large 
scale production in our favour, together with the 
presence of skilled, trained, and dexterous operatives, 
the lower capital cost of machinery, looms, and spindles ; 
and the ever present climatic advantages. 

The net result, taking all these items into considera- 
tion, together with the altering values of cotton, gold, 
and corn, would probably leave us for many years with 
cotton exports no lower than at present; but relatively 
lower, considering the probable increase in the world's 
population. 

In regard to machinery and iron manufactures, a 
reduction will probably be experienced in our exports 
of these, for the reason that in many cases machinery is 
not exported in exchange, but represents capital going 
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abroad for investment. It may even be material for 
starting rival industries. Such, investments harm us. 
Home industries would provide the better market for 
any manufactures of this class. Dislocation of our metal 
industries would be prevented, to some extent, by the 
protective efiects of the export tax. When a few years 
ago the German Steel Syndicate was sending us steel 
goods at 30 per cent., 40 per cent., and 50 per cent, lower 
prices than prevailed in their own home market, the 
10 per cent, tax would have weighed in the British 
manufacturer's favour by its reactive effects. 

In machinery and shipbuilding the price is often fixed 
by the competition of rival British firms. The export 
tax will not affect employment where this is the case, 
but will force the foreigner to pay a portion of our taxes. 

Theory and experience, so far as the latter is available, 
therefore teach us that a serious inxmediate reduction of 
exports in Table II. is unlikely. If it did occur, 
other avenues for employment would more than com- 
pensate for the loss. 

Table IV. gives a list of imported articles, the greater 
part of which we are quite able to produce for ourselves. 

Thus there are no climatic conditions preventing our 
producing all the butter, eggs, cheese, and vegetables 
we require, nor from competing with the rest of the 
world in the production of pigs. These items alone 
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amount to £53 million. Fifty years ago Britain 
employed a million more hands and about the same 
number of acres in growing grain than it does to-day. 

The stock of cattle supported has increased little if at 
all — and not because of want of land. 

Fruit, wool, and timber are all within our powers to 
produce, and to produce of exceptional quality. 

Any loss of exports, therefore, does not mean loss of 
employment. It means that instead of employing British 
labour to produce cotton which we do not need, to exchange 
for eggs, which we do, we simply enploy British hands on 
British land to produce eggs, and correspondingly reduce our 
cotton exports. 

From a national standpoint the taxes proposed are of 
the very utmost importance. Our reliance upon foreign 
trade and our dependence upon foreign and Colonial 
grain means that our position, as a great nation, is one 
of unstable equilibrium. Our present trade is subject to 
the goodwill, and tariff walls, of foreign and Colonial 
rivals. It is open to the wire-pulling and intriguing of 
gigantic trusts over whose actions we have no control. 
The workers, in our principal exporting industries, are 
underground, or confined in closed spaces over loom 
or spindle. The quality of the work is often of the 
poorest. The workers are wage servants and are likely 
to remain so. 
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The industries wliicli the new taxation would encourage 
would be healthful, and life-giving, and in the open air. 
They go to the making of a robust nation. Britain could 
become independent, or very little dependent, on foreign 
food supplies. Prom a military standpoint we would 
become more powerful. A strong-bodied, self-reliant 
yeomanry would be the surest and most trustworthy 
army of home defence, and many beautiful stretches of 
country, at present lying desolate and deserted, would 
again become populated and fruitful. 

Even from the pecuniary standpoint, the benefits are 
with the new taxation. The industries we presently 
depend upon — take cotton, for example — are rapidly 
becoming less profitable through international competi- 
tion; the markets for raw material are beyond our 
Statesmen's control ; the markets to which we send our 
goods, by reason of their own industrial development, 
are closing their doors upon us. A renewal of foreign • 
wars seems, to short-sighted politicians, the only hope, 
should China close its doors. 

But why seek a foreign market, with a home market 
awaiting development? The growing of wheat, accord- 
ing to Sir William Crookes, is likely to become 
increasingly remunerative. With co-operation, the 
agricultural outlook in Ireland is brightening. With 
alterations in our land laws, with the establishment of 
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fair rent courts and fixity of tenure, the outlook for the 
whole kingdom would alter. 

The downtrodden agricultural labourer, or wage 
earner, would develop into a free and independent 
peasant, able by his own labour to improve his position, 
and the economic effects of this would uplift the whole 
wage-earning class. 

Against the proposal to tax exports and foreign 
investments upon the principle of benefits conferred, it 
may be urged that the whole nation benefits by the 
export trade, and by the income derived from foreign 
investments. 

Arguing from the principle that trade will seek out 
the most profitable channels, we must naturally infer 
that the export trade is profitable, but this only means 
that it is profitable to the export trader, and that part 
of it is so, I contend, is due to the fact that the nation 
pays a portion of his costs. When we export goods to 
India, China, or Australia, the actual cost is the cost 
of manufacture, plus the carriage, plus certain military 
and naval charges. In the case of India, the last item 
comprises the cost of our defence of it against Russia. 
In China, it includes the cost of maintaining the open 
door there. In Australia, it comprises the naval 
charges for defending that Colony. 

When these charges are borne by the goods exchanged 
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the relative profitableness of home versus foreign or col- 
onial trade is at once established ; if not, the result is, 
that foreign and colonial goods — such as wool, timber, 
wheat, etc. — come into Britain under their actual cost. A 
whole series of industries in Britain thereby decline, and 
capital and labour flow from them into the exporting 
trades, which have been artificially made more profit- 
able. When the home producer is forced to pay a 
portion of the cost of the naval charges incurred for the 
benefit of the export trader, as he is by indirect taxation, 
the natural development of trade is completely upset. 

Now, the benefits of exchange being mutual, the 
foreigner or colonial buying from us profits as much as 
we do by our military and naval expenditure. If, 
however, we spent the same sum in the encouragement 
of home industries — as both buyer and seller would he 
Britons — the advantage of the expenditure would be 
kept entirely at home. 

To encourage home trade is, therefore, from a national 
standpoint, more reasonable than to encourage foreign 
trading, and yet, from some strange, inexplicable 
reason, we all seem quite agreeable to tax ourselves in 
order to trade with the Highlander or Irishman who 
has settled in New Zealand or the United States, though 
we would immediately resent any attempt on the part 
of the State to tax us for the upkeep and maintenance 
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of a series of light railways, or harbours laid down for 
the encouragement of trading with the same people in 
the land of their birth. We would argue that this trade 
should pay its own costs. Why, then, should the export 
trade not pay its own costs 1 

Suppose the nation were to spend from twenty 
to forty millions per annum in encouraging 
agriculture, and in organising and finding a home 
market for the product, while, at the same time, declining 
to protect foreign investments, or to force and hold open 
unwilling foreign markets, does anyone consider that 
our much-coveted foreign trade would then appear so 
profitable as it now does. 

I do not, however, ask for the expenditure of any 
millions in encouraging agriculture. I only ask that 
the farmer shall not be forced to pay for the encourage- 
ment of foreign trade and foreign investments. When 
this is done, capital will flow naturally into channels 
for the development of home industries ; the preference 
given to foreign trading will be removed and the 
natural balance of industry will be restored. 

I propose to raise no artificial barrier in the way of 
trade, but simply to remove a foolish and unnatural 
preference. 

Ethically considered, a foreign trade which necessitates 
the maintenance of huge armaments is bad — but, even 
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pecuniarily, I believe our foreign trade saddles the 
nation annually with a considerable loss. Sir Robert 
Gifien estimated the extra profit on oversea trading at 
2^ per cent., and this, upon the total imports and exports 
combined, gives us — taking £1000 million as the 
sum of these — a profit of £25 million per annum. 
Assuming we spend 40 millions per annum on military 
and naval charges for oversea trading, we then make a 
loss of 15 millions per annum on our oversea trade. 

The mass of the people in this country bear this loss. 
The exporter and foreign investor get the profit. 

The case against foreign investments is very strong. 
These are only detrimental to the nation. That a 
foreign investment at a high interest, specially safe- 
guarded, is exceptionally profitable to the individual, 
there is no denying, but that this profit is shared in by 
the nation is a fallacy. When I invest £10,000 in 
Britain it gives employment to British labour, the 
interest therefrom, though received in money, is chiefly 
spent in British goods; but if I invest abroad, though 
the original £10,000 goes out in goods made in Britain, 
my interest therefrom is received in foreign goods. 
What formerly gave employment to British labour, 
now gives employment to foreign labour; thus 
the £3000 million already invested abroad, returning 
£150 million per annum, means £150 million 
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worth of goo'ds that must come in from abroad which 
otherwise would have been manufactured, or raised, in 
this country. 

The favourable terms upon which we allow capital to be 
invested abroad hurts us in other ways as well. In the 
first place, it keeps up the rate of interest in this country, 
while tending to lower the rate abroad. This hurts the 
enterprising manufacturer, to whom a low rate of 
interest would often mean greater ability to compete in 
a foreign market, or to easily hold his own in the home 
market. A lower rate of interest would mean to the 
FARMER ; land no longer impoverished for want of capital ; 
to the WORKER better housing at lower rents. 
A fall from 5 per cent, to 3 per cent, would mean 
a £500 house could be built where a £300 house has at 
present to serve. This would help the building trades 
— and provide the workers with better houses. To the 
State or the Municipality it would mean a conversion 
that would go a considerable way in reduction of rates 
and taxes, and in the further cheapening of services. 

An annual investment of £100 to £150 million, which 
— under present conditions goes abroad — would make 
a considerable difference to trade. In place of being 
used in starting rival industries in India, Bussia, or 
the States, industries financed by British capital and 
controlled by British manufacturers, industries 
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organised and equipped by British skill, and whose 
labour is trained by British labour, this capital would 
be invested in Britain and employ British workmen 
continuously. These foreign industries, employing 
cheap labour, starting with the newest machinery, not 
burdened with the heavy capital charges of the home 
industries that have perfected their processes with much 
experimenting and many initial losses, are sufficiently 
favourably placed to shut market after market in the 
face of their British rivals. To the manufacturer with 
mills in India and Lancashire, this may mean no loss, 
but to the Lancashire employees it may be a matter of 
life and death. Keep in mind that the increased income 
from these foreign industries comes to a few wealthy 
individuals, and comes into Britain in the form of 
goods. 

Now, under the export tax, no capital could leave this 
country without taxation, and this, together with the tax 
upon the interest from foreign investments, would act as a 
powerful deterrent to the exodus of capital. The threat 
of the capitalist to go abroad if any serious labour legisla- 
tion were effected, would then lose its terrors, for he 
would lose about 10 per cent, on his capital if he tried 
to take it with him, and it would pay export duty if 
he went abroad and drew his interest there. If he draws 
his interest only from foreign sources, then his going 
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abroad does not matter, as tis interest presently comss 
in as goods, and consequently does not employ British 
labour. 

The increase of capital seeking investment at home 
would help to create garden cities throughout the land, 
and so to raise the status of the people to a higher level 
than they have ever reached. 

The lowered rate of interest would not be all loss to 
the capitalist, for though lower it would be safer, as 
industries would not sufier so severely as they do at 
present from the predatory and intermittent competition 
of foreign syndicates. Being less liable to dislocation 
by hostile tariffs, the trade of the country would be 
steadied. Spasms of unemployment would be less 
frequent, so the spending power of the working 
classes would increase, and this also would have its 
steadying effect upon the market. But the effects in 
developing the country, in making our villages more 
beautiful, and our towns less ugly, would be a compensa- 
tion of far greater moment even for the capitalist, for, 
after all, he is a human being, and, as such, cannot but 
be pained by the frightful ugliness of our towns, the 
terrible monotony of our suburbs, and the wretched 
poverty and squalor in which so many of the future 
citizens of this great nation are presently being 
nurtured. 



166 CHANGE IN PKICES, WAGES, AND OUTPUT. 

TAXATION. 

We have seen that the question is not between Frse 
Trader and Protectionist. It is simply a question of 
whether we should tax : — 

Coal and Cotton, or 
Corn and Motor Cars, or 
Currants and Coffee. 
I say we should tax Coal and Cotton. The Protec- 
tionist says Corn and Motor Cars. The misnamed Free 
Trader says Currants and Coffee. 

I justify my proposal upon principle. The 
Protectionist appeals to expediency. The Free Trader 
promises to remove his obnoxious taxes some day: but 
the promised day never comes. 

The Free Trader has simply selected a series of 
articles, the taxation upon which cannot, by any chance, 
be paid by the foreigner ; because, forsooth, Adam Smith 
has shown that any tax upon such luxuries is almost 
powerless to raise the rate of wages within this country. 
This policy was instigated, and has been carried 
through, at the commands of the Cotton Lords, with this 
result : — 

Sir Wm. H. Holland, Bart., M.P., at a Free Trade 
Union meeting, in July, 1909, said: — "And this 
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abnormal development of the cotton trade has made 
us far more dependent on external markets than is any 
other country in the world." 

And, further, speaking of Protection, he said : — " Not 
only so, but by and by there would be reasonable 
demands on the part of the work-people for an increase 
of wages, because, in fairness, they would be able to 
point to the increased cost of living." 

They cannot demand higher wages, however, because 
of a tax upon tea or tobacco. This, then, is the 
Asquithian Free Trade policy. The Protectionist has 
a much better case, but he does not see it. He is too 
anxious about vote-catching to prove consistent. He 
does not like to admit in industrial centres that he will 
raise the price of wheat; nor in rural districts that be 
will raise the price of agricultural machinery. His 
proposals to distinguish between manufactured and raw 
materials : to grant Colonial preferences to adopt 
retaliation : and all such child-like wickednesses, prove 
him to be quite incapable of true Statesmanship. 

Now, all that is good in the Protectionist proclamation 
I get with simplicity and ease by a tax upon Exports and 
Foreign Investments. 

I have already shown how the tax upon exports gives 

to the British farmer a preference as compared with his 

foreign rival, because the British consumer must pay a 
M 
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tax on any goods or cash he exports in exchange <'or 
foreign foodstuffs. I have now to show that any 
differentiation between raw material and manufactured 
articles is unnecessary when an equal ad valorem tax 
upon all exports is in force. It is evident that in any 
manufactured article^ — take motor cars for example — 
the tax on raw material must be infinitely less than the 
tax upon the finished product. Thus the tax upon goods 
exported in exchange for a fully-finished £200 motor 
car would amount to £20, with a 10 per cent, tax in 
force; whereas, if only the raw ore and untouched skin 
and crude rubber were imported, the tax on goods 
exchanged would be only a fraction of the above. 

The ad valorem export tax, therefore — besides 
encouraging agriculture — evidently encourages certain 
manufacturing industries as well. British milling, for 
instance, would benefit by the tax, as it would be more 
economical to bring in whole wheat than pay tax on the 
cost of milling this in America. 

To make one tax for wheat and another for flour is, 
therefore, quite unnecessary. 

Protection, as presently proposed, with its varying 
taxes, its Colonial preferences, and retaliatory duties, 
raises fears of Statesmen, politicians, and place- 
hunters falling victims to innumerable and irresistible 
temptations. 
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The usual Tariff Reform proposals are impossible on 
this one count alone. The equal ad valorem export 
taxes offer no opportunity for corruption. 

Let us now turn to the proposal of Colonial prefer- 
ences. This does away with any claim Chamberlain or 
Balfour could ever lay to Statesmanship. Why the 
British people should harm themselves more than they 
are presently doing for the sake of the Colonies, is 
difficult to see. 

Consider a Colonial preference of, say, 5 per cent. 
That is a 10 per cent, tax upon foreign and a 5 per cent, 
tax on Colonial produce. 

Assume, for simplicity, that under a universal 
10 per cent. Import tax, competition had forced 
wheat to 110s. in the home market, 100s. being paid to 
the foreigner and Colonial alike, and 10s. going as tax. 

Although the tax on Colonial wheat is dropped to 5 
per cent. ; the wheat supply will at first remain 
unaltered; the price, therefore, remains 110s. The 
Colonial gets 105s, and 5s only goes to the Exchequer, 
therefore we pay 5s. more out of the country on every 
100s. than we would do under Free Trade, or under a 
non-Preferential Tariff. 

Undoubtedly, in the following year, the Colonies would 
produce more wheat, and we would" pay away more than 
ever. But, it is said, the price would fall owing to the 
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increased ■ production. Possibly I But every fall in 
price is an inducement to the foreigner and the British 
farmer to produce less, so that any serious fall in price 
is, on this count, improbable. 

When dealing with the Chamberlain-Balfour proposals, 
it will be as well to show other weaknesses : 

Suppose we put a 10 per cent, import tax upon 
American goods entering Britain, the cute American 
responds by placing an extra 10 per cent, on British 
goods entering the States, but when we put a 10 per 
cent, lax on all British exports, the cute American is 
dumbfoundered. 

The foreigner is as anxious to send us goods as we 
are to send him goods, but he wishes to be paid for 
them; so, when one trader finds his goods cannot get 
into us (Britain), because ours cannot get into his 
country to complete the exchange, he will be induced to 
move for a drop in his Tarifi walls. 

No nation can send us goods without buying goods 
from us in return, or buying from some other nation 
which does buy from us. 

Retaliation and preferences might conduce to more 
direct trading, but it is more likely to lead to Colonial 
jealousies and national animosities, than to benefit our 
trade. 

Against an export tax, no reprisals can be taken. If 
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Germany or the United States do not wish to buy from 
us, why should we bother? They must send us fewer 
goods in exchange, and so our home trade benefits by 
their withdrawal. 

Further, the home industries, being no longer 
influenced by fluctuating foreign tariffs, move in a 
steadier course. 

For the benefit of the Free Trader, I have now to 
show that under an export tax we will buy as a nation 
in a cheaper market than under so-called Free Trade. 

The price of wheat depends upon supply and demand. 
The rise in price, following upon the reactive efiects of 
an export tax, will stimulate production in Great 
Britain. The million acres which had gone out of 
cultivation before the war will again go under wheat. 
This, at 28 bushels to the acre, would feed 1 million 
families, or nearly 1-lOth of our population. Russia, 
Canada, and the Argentine would feel the contraction 
of their market, and their price would fall in conse- 
quence. This fall means that we would buy in a 
cheaper market than we did before the imposition of the 
tax. It is true that individually we would be paying 
more for our wheat, bu't, as a nation, we would be paying 
less. Thus, before the tax, the quantity of wheat which 
cost us 100s., would afterwards cost us 110s. — 100s. for 
the foreigner or Colonial, and 10s. for the tax — but 
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when, owing to increased home production, the price in 
the home market fell to 108s., the foreigner, to get in, 
would require to content himself with 98s. In this case 
the foreigner would pay a portion of our taxes. 

Consider, now, the case of supplies that can be more 
rapidly developed. We will take as example an article 
which for many years- was dumped on the British market. 

An American Oil Trust, say, sends us wax, 
selling at 100s., and competing with the Scotch com- 
panies also selling at 100s. 

A 10 per cent, export tax is imposed. 

I cannot now buy American para£B.n wax under 110s. — 
100s. for the wax and 10s. for the export tax on cash 
or goods exported in exchange. The Scotch product, 
therefore, rises to 110s., with a rapid development all 
over the shale districts. All available plant is put into 
operation, and new plant erected as rapidly as possible. 
Soon competition forces the price down and down, until 
the American product, to get in, must drop to about 90s. 
The Scotch companies would then be receiving about 
100s. as at present, but owing to the increased output 
this price would yield a greater profit than before the 
tax was imposed. 

Our export tax would be paid in such a case by the 
foreigner. 

This is another proof that under taxation of exports 
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we will buy in a cheaper market than under Free Trade. 
What applies to wax applies to all articles in which 
we ar^j not at a 10 per cent, disadvantage, compared with 
the foraigner. When our disadvantage is 10 per cent., 
or over, -ve will pay the whole tax ourselves ; but as our 
disadvantage comes under 10 per cent., so does the 
proportion paid by the foreigner increase. 

Under Free Trade, as practised, it is evident that the 
total revenue is paid by ourselves. 

With an eqtal ad valorem export tax, a portion will be 
paid by the foreigner. 

I shall now give a summary of the circumstances under 
which this is likely to happen. 

We will buy in a cheaper market under an export tax, 
whenever we are ai a less disadvantage than the amount 
of the export tax, as compared with the foreign 
exporter competing in our markets. Examples : Wheat, 
butter, eggs, wool, timber, oil, etc. 

We will sell in a dearer market whenever a nation 
lowers its tariff walls to allow of it trading with us. 
Also, whenever we have a partial monopoly of raw 
material, as we have in coal. Also in those cases, 
where we have the training, skill, climate, and advantage 
of large scale production in our >favour, as in Cotton, 
Shipbuilding, and Machinery. 

Also, whenever a nation has to give a preference to 
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Britain to neutralise the export tax, in order to avoid 
having to pay an increased price on its total import, 
when it is importing large quantities from other soia:oes. 
Taxing tea and currants give none of these advantages. 
Taxing wheat and manufactured articles give si>me, but 
combined with grave evils. The tax upon exports gives 
alll 

COST OF LIVING. 

We now come to the question of the Big and Little 
Loaf ; an election cry which has served the Free Trader 
in his day and generation. With taxation, as proposed, 
we have no fear of the little loaf placard. 

Assuming that a 10 per cent, tax upon exports had its 
full reactive efiects upon wheat, thereby raising the price 
of the quarter by 10 per cent. ; thea an average family 
of five individuals, consuming annually 3^ quarters of 
wheat, would be forced to pay about 10s. 6d. per annum 
to the Exchequer as tax, when the quarter of wheat is 
selling at 30s. 

But the average family — ^judging from Bowntree's 
Budgets and the total annual Consumption — consumes 
about half-arpound of tea per week, and this at 5d. per 
lb. amounts to 2^d. per week — or exactly 10s. lOd. per 
annum. 
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The abolition of the tea tax would, therefore, amply 
compensate for any increase in the price of wheat. 

We may as well, however, go into this question 
fully, as it is one which the Free Trader generally dilates 
upon with an air of sanctity ; an air which assures you 
that he would not for worlds raise the price of the 
people's food. 

Under the taxation I am proposing, the cost of living 
will be reduced. 

The items entering into an average artisan's annual 
expenditure, earning £2 per week, were as under in 
pre-war days : — 



House Rent 


... £18 








Taxes 


4 








Food 


48 








Clothing 


16 








Fuel and Light 


7 








Medical Attendance, Travelling, 


and 






Sundries ... 


7 








Total 


... £100 









A tax upon foreign investments, in the first place, by 
lowering the rate of interest in the United Kingdom, 
will tend to reduce slightly all these charges. Thus, 
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two-thirds of house rent is an interest charge, and would 
tend to fall with a reduction in the interest rate. Hates 
would also fall by Municipalities being able to borrow 
on better terms. Every industrial concern — together 
with the great agriculturp,l interest — would also 
benefit by the easier terms upon which capital could be 
borrowed. 

The export tax, experience tells us, would lower the 
price of coal to the British consumer, and this would 
again benefit all our industries greatly. 

"The manufacture of gas would naturally be cheapened, 
and all British industries, as well as the Railway Com- 
panies, in which coal is largely used, would feel the 
advantage of the cheaper coal. 

Now, cheap money and cheap coal for Great Britain, 
and dear money and dear coal for our competitors would 
place our exporters in a favourable position, and thus, to 
some extent, lessen the probable reduction in the exports. 

In so far as the exporters found themselves cut out of 
foreign markets, in so far, for a time at least, would their 
competition in the home market become keener, and a 
reduction of the prices in the home market for such 
things as cotton and woollen goods might, reasonably, 
be anticipated. 

The abolition of all customs and excise — ^which we take 
for granted, as no Free Trader can justify them — would 
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lower the cost of all such luxuries at tea, coffee, beer, 
spirits, and tobacco. 

It may be urged that the abolition of the tobacco and 
spirit taxes here implied would be harmful to the nation, 
but this is not so. 

A Chancellor of the Exchequer, dependent upon 
excise for meeting his expenditure, is a most unlikely 
individual to favour serious temperance reform. 

These taxes are also particularly contemptible. They 
contravene Adam Smith's maxim about ability to pay, 
and they do not follow the law of payment in proportion 
to services rendered. In allowing liquor to be sold to the 
poor weakling who cannot take care of himself, we do not 
serve him, but harm him. By making liquor dear, we 
make him poorer, and his poverty is neither good for 
himself, for his family, nor for the State. We, in fact, 
use his weakness to relieve ourselves of taxation. It is 
the strong taking advantage of the weak. If we wish 
to promote temperance we can do so most successfully 
by reducing the facilities for obtaining drink. Neither is 
the heavy tax on light foreign wines conducive to 
sobriety. 

Pood and sundries are all that remain for me to deal 
with of the average artisan's expenditure, and neglecting 
the item for sundries, I will deal with the question of 
food. 
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For this purpose I have studied, the Budgets compiled 
by the Dundee Social TJnion and those given by 
Rowntree in his book on " Poverty," and have accepted 
the food bill of a family of two adults and three 
children, spending about £2 a week, and living up to 
efficiency level. 

Their food bill amounts to about 18s. 4d. per week, 
and deducting milk and potatoes — which could not 
possibly be raised by an export tax — we have about 13s. 
6d. to 14s per week remaining. 

Now, assuming that a 10 per cent, export tax by its 
reactive efieets, raised the whole of the remaining 
articles consumed by the full amount of the tax (which 
we have assumed to be 10 per cent.), then this family 
would pay about Is. 5d. per week in taxation, which 
would amount to an annual tax of £3 12s. 8d. per family. 

But Philip Snowden points out in his " Socialist's 
Budget" that the average working class family contri- 
buted a decade ago about £6 17s. 6d. per annum per 
family of five persons. So that the cost of living, 
making no allowances for saving, and taking the most 
exaggerated view of the effects of the proposed taxation, 
would cost the working class a little more than half 
what the present policy does. 

The increase in the cost of food, however, would not be 
anything like 10 per cent, as assumed. Thus, in the 
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above estimate of £3 12s. 8d., the increase of 10 per 
cent, is calculated on the yearly consumption of bread, 
which gives an increase of 18s. per annum, whereas the 
actual rise, based upon 10 per cent, on the price of 
wheat, would only justify a rise of 10s. 6d. But a 10 per 
cent, tax upon exports could hardly reasona.bly be 
supposed to raise the price of butter, cheese, oatmeal, 
ham, eggs, peas, barley, and vegetables by 10 per cent. 
The price of these depends upon demand and supply. 
The tax upon exports will stimulate the home supply — 
in so far as it raises prices — and as there are no climatic 
conditions nor scarcity of land suitable for the produc- 
tion of these necessities, a serious rise in these is very 
unlikely. A rise in price is not necessary to encourage 
production here, for at the pre-war prices, under 
reasonable conditions of land tenure, we were able to 
produce these articles at a profit. Under present fiscal 
conditions, however, any increase in the home supply 
would lead to a fall in price, but under the taxation of 
exports, a reduction in imports would naturally follow, 
as the home producer would be then competing with the 
foreigner labouring under a 10 per cent, handicap. 

The whole agricultural interest would benefit very 
greatly by this change in our fiscal policy, for, in the 
first place, it would be relieved from the present 
ridiculous indirect taxes, and as a tax upon exports 
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does not a£Eect the amount of labour necessary to 
produce four quarters of wheat from an acre of British 
land, nor upset the calculations of the sitting hen 
regarding the number of chickens or eggs it will 
produce, it is evident that, for a considerable proportion 
of the population, a substantial reduction in the cost of 
living, coupled with an increased, or, at least, surer 
income, is practically certain. 

But the tax upon exports is partly proposed for the 
purpose of increasing the number of people working 
upon the land, so that, by the new taxation, the number 
would be constantly increasing. 

Under the present fatuous Free Trade policy, we are 
steering straight for national destruction. The Free 
Trader who measures our national greatness by the 
magnitude of our exports, is really measuring our 
national weakness. For the goods we export do not 
conduce to national greatness, but our imports are vital 
to our national life. 

For the things that are vital necessities, we are 
becoming more and more dependent upon outside 
sources, and if this is allowed to continue, the end 
cannot long be delayed. 

Our farmers are subjected to a competition from 
which every other country situated as we are preserves 
them, in deference to the instinct for the preservation 
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of the national life. It is a competition which is 
thoroughly unnatural, and against which no industry, 
dependent upon seasonal changes, can hope to stand. 
Under simpler conditions, a bad season in one article 
of produce was compensated for by a rise in price, or an 
excellent season in some other thing, but to-day the 
British farmer has to compete with the world, in which 
the local conditions under which he labours are 
completely lost sight of. 

But the Free Trader says this is all to the good, for 
we buy our wheat in good seasons and in bad at a lower 
price than we would under protection. 

Cheapness is not everything. 

" 111 fares that land to hastening ills a prey. 
Where wealth accumulates and men decay, 
Princes and lords may flourish or may fade — 
A breath can make them, as a breath hath made. 
But a bold peasantry, their country's pride, 
If once destroyed, can never be supplied !" 

Moreover, the argument that we buy in a cheaper 
market is not true. We have already shown that under a 
tax upon exports we, as a nation, will not pay a penny 
more per bushel for any wheat brought into this 
country, and it is probable that we may pay many 
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pennies less — though, individually, we may each be 
paying a little more. But this extra goes partly to the 
Exchequer and partly to the home agriculturist. There- 
fore, no harm can possibly result to the nation, but 
national benefit is almost certain to accrue. 

Furthermore, our present dependence upon foreign 
wheat leaves us very much at the mercy of foreign 
syndicates and speculators. Even at the present time 
the price of wheat is more depepdent upon the Elevator 
Companies and Bailroad Companies in Canada than 
upon the Canadian farmer, and so we pay a price which 
is much beyond the actual cost. The Canadian farmer, 
without capital, receives 20 cents, for what will after- 
wards be sold for 40 cents, per bushel. 

Then, when a Leiper corners, or attempts to corner, 
the wheat supply, where does the British consumer 
come in! We can deal with a wheat manipulator 
within our own shores, but we are powerless against the 
American scoundrel. 

" Ah, but the rise in the price of wheat will not go to 
the farmer," says our Free Trade opponent. " It will 
all be scooped up, as it was in the hungry forties, by the 
landlord." 

Well, the advantages of Free Trade have been pretty 
well scooped up by the cotton lord, who, with his 100 
per cent., was as great a sinner in the hungry forties as 
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the landlord was. But there is no reason why the 
benefits should go to the landlord. We now have the 
power to alter our land laws so as to prevent him reap- 
ing one single penny of the advantage accruing. It is 
for us to see that this is done concurrently with any 
change in our fiscal system. By doing so, we shall 
prevent one export, which, from a national standpoint, 
is by far the most serious of all. This is the export of 
young men and women in the prime of life^ — the pride 
and flower of our country. No nation can long survive 
this. We have to rear the young and look after the old, 
but the men in their prime are leaving us. We are 
being left with the weak and less energetic, and with 
those who are too poor to migrate. 

This represents a most serious export of capital, for 
every lad of 15 years represents an expenditure of at least 
£150 spent in his upbringing, and if he emigrates at 
20 to 25 years of age, this capital is lost to the nation. 

Were it horses or cattle we were exporting for nothing 
we would at once recognise the enormous loss. 

EMPLOYMENT. 

I have dealt pretty fully with the cost of living, but 
it may be argued that I have wandered round the 

problem of unemployment rather charily. I have no 

N 
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intention of shirking any difiBiculty, and will therefore 
now take up this question. I intend to show that a tax 
upon exports and foreign investments will increase 
employment. 

I do not wish any misunderstanding. I make no 
claim that a tax upon exports will not hamper cotton 
exporting. It is essential to my purpose that it does 
so ; but I do claim that so long as it is necessary to 
import wheat and other food products, so long shall we 
continue to export cotton in large quantities, and just 
as it will be, by the nature of the case, a long time before 
we are in a position to produce most of our own food- 
stuffs, so will the reduction of our exports be an equally 
slow proceeding. No violent dislocation of industry 
therefore need be expected to follow the imposition of 
an export tax. 

A gradual change from cotton and coal production 
to grain and dairy production would, however, set in. 
We have, in fact, depressed the one set of industries to 
the extent of 10 per cent., while benefiting the other by 
an equal amount. 

Now the question of employment depends entirely 
upon the amount of labour necessary to produce £100 
worth of coal or cotton, when compared with the 
quantity of labour necessary to produce £100 worth of 
wheat or butter, as presently we are exchanging the one 
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set of goods for the other. To settle this question, I 
have gone into the figures given by Mulhall, in his 
Dictionary of Statistics, and arrived at the following 
results. 

One worker produces about £91 of agricultural produce, 
£127 of coal, such as we export; and £174 of cotton. 
Working upon these figures, and taking our exports of 
coal and cotton in 1908 into consideration, we find that 
there wer6 employed in producing — £41 million worth 
of coal about 320,000 miners, and allowing for other 
necessary hands, let us say a total of 350,000. 

The £95 million worth of cotton exported employs 
about 540,000 hands, making a total of 890,000 hands 
for the production of £136 million worth of coal and 
cotton. The number of hands on the other side neces- 
sary to produce the 136 million pounds' worth of food 
stufis which we receive in exchange, amounts to nearly 
1,500,000, thus employing fully half a million more 
hands than the exported articles do. 

But this is not the whole of my argument. The 
number of workers employed, per £100 of cotton 
produced, tends to be a constantly reducing number, and 
if I had cared to deal with wool, I could show that this 
was so, in recent years, to a great extent. 

A similar change has been taking place in agriculture. 
The gradual change from small to large holdings, and 
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the consistent starving of the land, is partly due to the 
rapid decrease of capital invested in agriculture. This 
decline amounted to as much as £30 million per annum. 
This movement true Statesmanship must set itself to 
divert. 

The development of small holdings under good 
conditions could alter the whole case. 

Thus, if the 136 million pounds' worth of produce 
were produced on small holdings in place of on large 
farms, it would find employment for over two million 
extra workers, or fully twice as many as are employed 
in the export coal and cotton industry. 

In 1851 agricultural pursuits employed 3^ million 
hands. To-day it probably employs ,less than 2^ million. 

The reduction is almost equal to the total number of 
workers engaged on all classes of textile fabrics. 

So far as employment is concerned, it is evident that 
the preferential Eree Trade policy we have been 
pursuing is foolish in the extreme. The infatuated Tree 
Trader may even still be inclined to argue that it is 
more profitable to export cotton than grow wheat; but 
I ask : " To whom is the profit." Certainly not to the 
nation, which sees the Scotchman or Irishman with 
his knapsack on his back dolefully making for 
Saskatchewan, or the victim of unemployment — sleeping 
out or in one of our city doss-houses. 
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It may be advanced against my position that we 
cannot produce the food stuffs necessary for our 
support, but this is not the case. By the adoption of 
no more intensive cultivation than would naturally 
follow the institution of Co-operating Small Holdings, 
all the foodstuffs necessary to feed our present popula- 
tion could readily be produced. 

Further, the small holder is not a wage servant. It 
is not " come night, come ninepence '' with him. He, 
more than any other man, is master of his fate (provided 
our land laws are radically altered). He never knows 
what unemployment means, nor — if he is willing to 
work — does he ever see starvation stare him in the face. 
On the other hand, the cotton operative is subject to 
every fluctuation of the market. Speculation in America 
in raw cotton affects him ; tariffs in New Zealand and 
Canada upset his weekly earnings. If he works extra 
hard to better himself, he probably only succeeds in 
doing his neighbour out of a job. 

But there is still another way in which the new taxes 
will help employment. 

The tax on exports and foreign investments will 
prevent capital going abroad. Eecently we have been 
.exporting very heavily. I have already shown how the 
taxes would reduce the rate of interest in this country, 
and thereby better our position as manufacturers, thus 
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increasing employment. I have also shewn that the 
reduced rate of interest would encourage building, and 
thereby improve the position of a trade which employs 
1^ million operatives. Further, it is easy now to prove 
that the investment of capital in this country must give 
employment to a greater number of British hands than 
its investment abroad entails. Probably not far short of 
a quarter million workers find employment for every 100 
million pounds' worth of capital invested in productive 
industry. On this computation, therefore, for every 
hundred million we export, we do a quarter of a million 
workers out of a job at 'home. 

I am aware that the £100 million means goods going 
abroad — but I am equally aware that the £100 million 
if invested at home is also goods. But at the end of the 
year the hundred million may represent a railway in the 
Argentine in the one case employing Gauchos, while in 
the other it might represent a fully-equipped railway to 
a flourishing agricultural centre in Donegal or Dornoch. 
In the second case it is employing Irishmen or High- 
landers, and they are at least as valuable an asset to 
the Empire in their native land as they ever will be in 
New Zealand or Australia — and very much nearer at 
hand, and available in the event of invasion. The tax 
upon foreign investments will not only tend to prevent 
capital going abroad, but it will also tend to bring it back 
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to our shores. I have already shown how agricultural 
capital has been decreasing, until it is now considerably 
below the amount necessary to ensure satisfactory 
cultivation. The condition under which our workers are 
housed also leaves plenty of scope for the absorption of 
all the surplus capital which the nation can have to 
spare for many years to come. 

The employment in our textile industries is' of the 
most precarious nature. Jute and cotton mills starting 
in India affect Dundee and Lancashire to an enormous 
extent. The workers in these industries are competing 
with the cheapest labour in the world, and with the 
rapid development of Japan, and possibly China, this 
competition will not become less keen. 

The workers in these industries are wage servants, and 
are likely to remain so. 

How can a great nation stand when its greatness 
depends upon factors over which it can exercise no 
control 1 

The supplies of raw cotton must be raised outside our 
shores, and are subject to the machinations of 
unrestricted and unrestrictable speculation. If an 
American syndicate corners the supply of raw cotton, 
the trade of Lancashire is disorganised beyond control. 
The markets to which our produce goes are oft-times 
hostile ; tariffs are raised against us ; the doors of 
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China would be closed were it not for fear of our armed 
intervention; and so we endeavour to continue our 
greatness; a greatness which, can only continue by our 
being armed to the teeth. We are great only in the 
sense in which the bully or the brigand is great. We 
never can — going on the lines in which we are going — 
become great in the sense in which Christ or the 
Greek philosophers were great; a greatness combined 
with calm composure, a greatness that nothing from the 
outside could harm, because all that it holds of value 
is under the control of the individual ; is within the 
power of the nation's Statesmen ; a greatness which we 
could maintain without denying the precepts of the great 
Master whom as a nation we profess to follow. 

I have only now to tie up a few remaining threads 
before ending this chapter. 

The tax upon exports would probably be as easy of 
collection as the present import taxes ; as it would apply 
to all exports indiscriminately. Then, as the exporters 
are within our own shores, any evasion or false return, 
if discovered, could readily be punished. 

It would certainly be very much simpler than any of 
the proposed import taxes would be. 

So far, I have omitted to give the reason for doubling 
the tax upon interest from foreign investments. It is 
this: The investor receives his interest in the form of 
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imports, and as he has not to export bullion or goods 
in exchange, he is placed in an extremely favourable 
position, being, in fact, able to buy free of tax. The 
double tax is, therefore, necessary to counteract this 
advantage and force him to pay his due share of the 
military expenditure. 

In fairness, it must also be pointed out that the profits 
on shipping are equally favourably placed, but as the 
ship owners are certain to be affected by the reduction 
on oversea trading, this benefit might be left with them 
for a time. Besides, they have stated that the export 
tax upon coal partly came out of their pockets in 
reduced freights. With severer competition for the 
remaining trade, they will in all likelihood pay back 
the whole advantage given them. 

An increased trade with Ireland and the Highlands 
might also compensate them slightly for the loss of the 
British oversea trade. 

This internal trade is surely well worth cultivating. 
It is a trade that keeps our sons in their own homeland 
instead of scattering them to the four winds of heaven. 
If it is profitable to trade with them across the ocean, 
it is more profitable to trade with them within our own 
shores. 

If we take our eyes away from the ends of the earth 
we may discover the undeveloped markets ninder our 
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aose. The trade unionist, in his demand for higher 
wages, is making an honest endeavour to open up this 
undeveloped market, and it can be done without Army 
or Navy expenditure. 

The bogey of foreign competition has no terrors for a 
nation that is bold enough to put a tax upon exports. 
It recognises that a nation can be perfectly prosperous 
without any export trade, and it troubles itself not in 
the slightest with imports. The unfed mouths, the 
unclothed backs, the shoeless feet here, is an immense, 
untapped market. A market of 12,000,000 people 
demanding the simplest necessaries of life, and not 
getting them. Let us force no new market until this 
hopeless home market is supplied. 

When this simple duty is begun, a wonderful improve- 
ment will take place in our relations with foreign 
powers. 

When we cease to seek new markets, when we put a 
restraint upon our exports, the jealousy and envy of our 
rivals will disappear. Our export duty will take away 
the animosity engendered by the competition of British 
made goods. Our desire not to hurt our neighbours 
will be made manifest to all the world. Our reduction 
of armaments will be the first step in liberating the 
nations from the curse of militarism. It is for Britain 
to lead the way and become an example to all the world. 



CHAPTER VIII. 
THE POSITION AFTER THE WAR. 

In the preceding chapters I have dealt almost entirely 
with pre-War conditions and fluctuations, but it may be 
well, before concluding this investigation, to examine 
very shortly the movements which have taken place since 
1914, and see if the explanations offered for the move- 
ments of Prices, Real Wages, Real Wealth, and Consols 
before the War can account for the movements during 
and after the War. 

The first result of the declaration of War was a very 
heavy demand for Capital, as it was immediately 
recognised that the State would be a large borrower. 
This caused the rate of interest to bound up to such an 
extent that the State had to interfere with the ordinary 
law of supply and demand. For example, the Bond- 
holders on house property were prevented from calling 
up or raising the rate of interest on their bonds. Land- 
lords were prevented from raising their rents, and new 
companies, before being formed, had to receive Govern- 
ment sanction. The Bank rate was restricted to 5 per 
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cent. The effect of this was, of course, only effective in 
restricting the demands of Capital which was held on 
agreements made before the War, but it did not limit the 
power of the borrowers of some of this Capital to increase 
their share of its earning capacity. In most industrial 
concerns the dividend on Capital ran up so quickly that 
the Government had to interfere and restrict profits, but 
even in spite of this the protfis were so large that heavy 
taxation on surplus profits had also to be imposed. It 
is evident, therefore, that the War period was a period 
when the rate of interest was bounding up. Concurrently 
with this the price of commodities also rapidly rose, and 
this, as has been shown particularly by Chart VI., has 
always been the case. You will remember that rising 
prices follow a rising rate of interest, and falling prices 
a falling rate of interest. A rising rate of interest always 
synchronises with falling Consols, and during the War 
this relation held. 

We have seen that falling Consols also synchronise 
with falling Keal Wages, and this is also true of the War 
period and the period after. I have traced the fall in Real 
Wages prior to 1914 directly to the increase in Oversea 
investments, and shown the reason for the synchronism. 
The war was, however, not a period of Oversea investing, 
and, therefore, the rise in prices and the fall in Real 
Wages requires to be explained otherwise. 
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But the reason given to explain why Oversea invest- 
ments reduced the output of commodities per head holds 
with far greater force for investments which might 
correctly be called " Undersea Investments," for all the 
good they do. The Capital would have been better 
buried under the sea than in blowing human beings into 
eternity. Such investments produce sufEering and hate, 
instead of increased production, and the interest upon 
them returns in hate, according to the old saying, "What- 
soever a man soweth that shall he also reap.'' The finan- 
ciers of the Continent for years back have been struggling 
for concessions and monopoly markets, and the financiers 
of Britain have been assisting some, and blocking others. 
The trader has been so blinded that he thought his 
interests lay in the same direction, and the military 
rulers and the clergy, both in Germany and Britain, have 
furthered their plans. 

All have been guilty of the desire to gain the whole 
world, and in the doing so have forfeited their souls. 

I am, however, here only interested in the economic 
result, and my business, therefore, is only to show that as 
economic guides we could hardly have trusted ourselves 
to more foolish counsellors. 

An eminent politician had recently the effrontery 
to state that he would sooner trust a child to control an 
aeroplane than the Labour Party to control our Foreign 
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Policy. It is difficult to imagine any body of men or 
women making a greater mess of human relations than 
the politicians who have worked under the dictates of the 
financiers for the last 30 years, but the remark indicates 
the vanity and conceit of the group who have hitherto 
considered themselves indispensable in Foreign relations. 

I have shown that during the time they have worked 
for Oversea concessions, and Oversea trade, that 
the increase of this trade, and of the concessions gained, 
has not added one iota to Britain's prosperity, and now 
we have to add to the debit account a debt of £8000 
million, and a loss to Britain of close on a million lives. 

What foreign trade was ever worth this expenditure? 

I have yet to see proof advanced that our Oversea trade 
was ever worth any expenditure whatsoever. 

You may, however, argue that if the war was as 
unprofitable as I make out, the financiers who had the 
power would have stopped it long before four years were 
over, but I have already pointed out that financiers are 
really inherently stupid people. The war has truly been 
very harmful to the Nation as a whole, and also to the 
financiers, but as they still measure their gains in money, 
they have not even yet fully realised their losses. 

Besides they have manipulated the economic position 
so that unless some drastic Labour upheaval takes place 
they will come out of the mess better than the rest of the 
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Nation, though much worse off than they would have 
been had they pursued from 1900 onwards, a rational 
Christian policy. 

Let us examine the position in its essentials. Since 
1900 the land of Britain has remained constant. Between 
1900 and 1914 the population increased normally, but 
between 1914 and 1918 the natural increase was fairly 
nearly counterbalanced by the losses of the war. The 
war losses consisted, however, of men in the prime of 
life, the birth increase has to be reckoned only as infants. 
From this standpoint a certain reduction in output per 
head may be considered reasonable. Against this, how- 
ever, has to be set a considerable increase in the number 
of women workers, so that the nett productive power of 
the Nation should not be very much down if the " will to 
work " is still as before, which, however, is now doubtful. 

Organisation is supposed to have been improved 
and this should make for increased productivity. We 
have seen that the decline in output per head between 
1900 and 1914 was the direct consequence of a reduction 
of the capital per head invested in this country, and 
judging from this we would expect output in the last five 
years to be affected also by this factor. 

Now, we know that British Capital was not going into 
productive enterprises overseas during the war to any 
extent, but considerable quantities were going overseas 
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into destructive enterprises. Such investments, i.e., 
loajis to France, Russia, and our Colonies, as I have 
already said, have no power to increase the output per 
man in this country. 

Much of the Nation's savings, also, went into 
instruments of destruction, manufactured in this country, 
but to be used overseas, and these investments could not 
increase production. 

Some portions of the National savings, however, went 
into putting down new plant and machinery in the 
engineering and chemical trades, and from this some 
increased output per man may be anticipated. 

Against this, much capital was lost by the sinking of 
ships, oftentimes with valuable cargoes on board. 

The nett result, so far as I can judge, is that we finish 
the war in rather a worse position than we entered it, 
but not really very much behind. 

The advancement which should have taken place in the 
natural passage of time in a well-governed and wisely- 
guided nation is, of course, not there. 

These conclusions, I believe, in the main agree with 
those arrived at by Professor Bowley. 

The Nation, therefore, can still readily pull itself 
right, if wisely governed. 

The burden of debt, which has been so much talked 
about, is not a burden due by Great Britain to some 
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outside power or group of financiers. It is a debt due by 
the British people, as a whole, to a particular group or 
section of our people, mostly the idle rich. The Prime 
Minister has recently said that nine-tenths of the debt is 
owed to ourselves. 

It is true that during the war we have borrowed from 
abroad, receiving from the United States possibly £1200 
million, but against this we have loaned at least as much 
to France, Russia, Italy, and our Colonies. 

At the outbreak of war we possibly had £4000 million 
invested abroad, and it is probable that we have sold 
out only about £1000 million of this stock. 

At the beginning of the war, I believe the majority of 
the people of all classes were prepared to work together 
for a common end, but the demand for men for the 
Army, and munition-making, and the demand for Capital 
by the State, very soon produced a scarcity of com- 
modities and of Capital. 

The temptation to increase prices under such 
eonditions, to a people brought up under a competitive 
system proved irresistible, and prices were raised. The 
workers retaliated against the increase in thfe cost of 
living by demanding higher wages. , i / , 

The strong position of labour, caused, by the ^demands 

for men for the Army, necessitated the increase! in wages 

being granted. No sooner, however, was this accom- 
O 
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plished than Capital, adding the increase of wages to 
the cost of the articles produced, again increased prices, 
and this process has gone on unceasingly since. 

We are now in a position to see roughly which group 
has had the advantage in the encounter. 

Before the war, I would draft a balance sheet for the 
nation somewhat as under : — 



Wage earners 



Millions. 
£800 m. 



Salaried persons £400 m. 
& small employers 

Owners and con- 
trollers of capital £800 m. 



Spent thus : 
Mostly on consumable 
commodities and services. 

Mostly on consumable 
commodities and services 
and some luxuries. 
£300 re-invested. 

£400 on luxuries and 
luxury services. 

£100 on consumable com- 
modities. 



£2,000 m. 

On a Very rough computation, at the end of the war, 
the wage eam.ers have saved and invested in war bonds 
£200 millipn ; the salaried persons, £300 million ; and 
the" Conja-ellers of Capital, £6000 million. 

It ^s perfectly ^evident that the controllers of capital 
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did not save this £6000 million out of their pre-war 
income, as, even if they had gone about naked and 
consumed nothing, they could not have accumulated 
more than £3200 million pounds in 4 years. 

One must remember that the soldiers and sailors and 
munition workers did not live on paper, but on bread and 
cheese and jam, and that the £6000 million had actually 
to be in existence before it was loaned if our men were 
to be kept alive. 

Let us see how this was managed. 

Before the war, the number engaged in the production 
and distribution of commodities was practically 20 
million persons. At the end of the war, between 4 and 5 
million men had been withdrawn from production into 
the army or navy ; that is roughly, say, 20 to 25 per cent, 
of the number of workers, but rather more if measured 
in efficiency, owing to the men being mostly in the prime 
of life. During the war, however, many non-workers 
were drawn into the ranks of the workers, soldiers' and 
sailors' wives, old and retired men, and many men 
and women of the idle class. Besides, the hours worked 
were largely increased, and there was practically no 
unemployment. 

The output of commodities at the end of the war, 
though possibly down a little, was probably not seriously 
below the pre-war level. 
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Assuming that it was down by 10 per cent., this would 
give an output at pre-war prices of £1800 millions. 

Now £1800 million worth of goods at ante-war prices 
would be selling for certainly not less than £4000 
million, and so we have to consider the net income of the 
nation in 1919 as not short of this amount. 

A rough balance-sheet, therefore, in 1919, might be 
as under : — 

Wage earners . . . £1280 m. Mostly consumed, but £50 

m. per annum loaned to 
State. 

Salaried workers £600 m. Mostly consumed, but 
& small employers £75 m. per annum loaned 

to State. 

Controllers and £2120 m. £620 m. consumed and 
owners of £1500 m. per annum 

capital ... ... loaned to State. 



£4000 m. 



In the above estimate for wage-earners' share, I have 
multiplied the 1913 share by 1.6, which allows approxi- 
mately for the increase in the wage level. Allowing for 
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a 10 per cent, decrease in output, it means that the 
worker in 1919 would be receiving £177 for the same 
amount of work for which he received £100 in 1913. 

Considering that the rise in prices is in excess of this, 
it would appear that the workers in the main were worse 
off in 1918 than in 1913. This will hardly be generally 
accepted, but this factor has to be kept in mind : that 
in 1918 the State was paying for the upkeep of the 
fighters and their families, and that the £1280 million 
shown had in 1918 only to feed and clothe possibly 80 
per cent, of the number it had to go round in 1913. 

It is to be noticed that the wherewithal to feed and 
clothe the fighting workers came largely out of the £1500 
million which the controllers of capital were loaning to 
the State. 

I have shown only a 50 per cent, increase in the 
incomes of the salaried class, and small employers, 
because it is generally admitted that the people with 
fixed salaries have suffered most. The small employers 
have probably as a whole not done badly. 

The controllers and owners of capital have, according 
to this estimate, more than doubled their income, and 
this, I think, agrees with the facts. 

Observation tells me that they did not seriously 
diminish their demand for necessary commodities, and 
these at the doubled prices would take up £200 million 
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pounds. They did, however, reduce their demand for 
luxury services, and for this I have allowed them £420 
million against their £400 million in 1913, but it has to 
be kept in mind that the £420 in 1918 would only go half 
as far. 

This would leave them with £1500 million per annum, 
on an average, to loan to the State, and would, therefore, 
explain satisfactorily where the £6000 million came 
from. 

Evidently, in the struggle between Labour and 
Capital during the war, the controllers of capital have 
scored heavily, and at the same time entrenched them- 
selves against future frontal attacks. 

The struggle, however, is not nearly over, for neither 
side appears to have visualised the true position. 

The position of Capital remains very strong, as wit- 
nessed by the increase in the rate of interest. This 
position is likely to remain, as capital will be required 
for a long time to carry out the reconstruction work on 
the continent and the housing schemes here, together 
with the capital required for making up the depreciation 
in those industries which have been neglected during the 
war, but which will again be resuming their normal 
importance. 

The position of labour, on the other hand, has been 
weakening, as is witnessed by the increasing difficulties 
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in finding employment for the demobilised men. The 
position is aggravated also by this: that as the wife 
returns to her domestio duties, and the demobilised man 
takes up the vacatea place in industry, the number of 
mouths to be fed off the weekly earnings of the bread- 
winner will increase. We have seen that during 
the war the wages had not risen in accordance with the 
rise in prices, largely because the State was supporting 
a part of each household, but this condition is likely 
soon to cease, and then a definite measure of privation 
will be felt. 

In the economic field. Labour and the salaried middle 
class are too heavily handicapped to win, and it is only 
by political action, curtailing the powers of Capital in 
many directions, that they will be able to hold their own. 

Before the war the controllers of capital controlled 
£12,000 million worth of capital, mostly of a productive 
or serviceable nature. To-day, they control practically 
the same quantity of productive capital, together with 
£6000 million of unproductive capital. 

On this unproductive capital they consider they are 
entitled to receive 5 to 5^ per cent., and on the £12,000 
million I am certain they will not be content with less 
than 10 per cent. — say 6 per cent, to the owners and 4 
per cent, to the exploiters. 

If they get this, it means that there will not, for a long 
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time to come, be any serious fall in prices, for the national 
income will have to be spread somewhat in the following 
proportions : — 

Interest and profit on £12,000 million\ ^^ gQQ m 
of active capital at 10 per cent. .../ ' 

Interest at 5 per cent, on £6000\ £300 m 
million of dead capital ... .../ 

Salaried workers and small employers £600 m. 

Wage earners ... ... ... ... £1,500 m. 



£3,600 



In this calculation I assume that the wage earners are 
about able to maintain their Heal Wage round about the 
pre-war level. 

This, I think, is the very best that will happen, unless 
political wisdom suddenly emerges from unlikely 
quarters. 

If this is a correct conjecture, it is evident that there 
can only be a very small fall in the price of commodities, 
for the output which cost £2000 m. in 1913 will now 
cost £3600 m. This means that prices will remain for 
some time almost twice what they were in 1913. 

In this summary I have shown that the wealthy and 
the wage earners are likely to get about an equal share of 
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the total wealth, and if you turn to chart II. you will see 
that this has been about the division over a long period 
of years. 

With the growing power and intelligence of labour I 
think it is unlikely that the wealthy will long be in a 
position to command much more, though after 1900 they 
were improving their position relatively to labour. 

The most important point, however, to notice is that, 
after all this bloodshed and expenditure of capital, the 
£1500 million which the controllers of capital may obtain 
will not purchase more commodities than the £800 
which they received in 1913 could purchase. Since 1897, 
the controllers of capital have been beating the air. 

It is time that they were discredited and 
relegated to some position where their influence would be 
checked, and their advice would pass unheeded. 

Unless and until the output is increased per man, 
labour should be chary in welcoming a reduction in 
prices unless accompanied and caused by a reduction in 
the rate of interest. 

For, without an increase in output, prices can only 
fall by a reduction in the rate of interest and profit, or 
by a reduction in the workers' wage. 

With Capital in its present strong position, it is quite 
possible that the increased output which invention makes 
possible will, eventually, tend to a reduction in the present 
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abnormal prices, but this reduction will likely be 
followed by a reduction in money wages to oorrespoad. 

If this is allowed to take place, then the controllers of 
capital will receive practically the whole increases due 
to invention. 

The greatest economic progress ever made in Great 
Britain was between 1885 and 1897; years of falling 
interest, years with a small external trade, and with 
little oversea investing. 

If Britain is to return to these days of rapid progress, 
she should endeavour to re-establish the same 
conditions. 

It will have in the first place to hold its capital at 
home. It will have to save at a greater rate than it has 
been doing. At the present level of prices an annual 
saving of £600 million would only be equivalent to an 
annual saving of £300 million in 1913. 

It would seem to me that private enterprise in invest- 
ments has been a bloody business and a colossal failure. 
The State, which wiU not do better for its people than 
the private adventurers have done, deserves an 
ignominious end, and will probably achieve it. 
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SOME PRESS COMMENTBI ON CHAPTER VH. WHEN 
PUBIilSHED AS A PAMPHLETT. 



" To sum up, Mr. Maclaurm's proposarl is one of those counsels 
of perfection to which the strictly logical mind is prone. Every 
single argument he employs may be justified." — Forward. 

" Mr. iMaclaurin is as clear audi logical a fchinfcer as we have 
met in recent years. His daring paradox is almost justified hy 
the cogent reaaonimg and easy diction of the essay." — The Clarion. 

" This is an ingienious plea for tihie taxation of exports and 
foreign investments. Mr. Maclaurin's aiiguments in support of 
his proposal appear to us to be perfectly sounidl as far as they go 
— and against Free Trader and Protectionist alike appear to be 
unanswerable." — Jiistice. 

" It is a bold and somewihat startling policy, but no one can 
deny that it is forcibly put and ably argued by the author. As 
something different from the wearisome reiteration of Free Trade 
and Tariff Reform articles, I recoounend a perusal of Mr. 
Maclaurin's thesis." — Stirling Sentinel. 



